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F oreign Trade Conference 


Report of the Committee on Resolutions 
By WALDO NEWCOMER, Chairman 


consideration to the report of Mr. John McHugh, 

Chairman of the Commerce and Marine Commission of 

the American Bankers Association, and desires to sub- 
mit the following preamble and resolutions: 

Whereas, a nation-wide conference of representatives of 
agriculture, industry and finance is now in session here at the 
call of the President of the American Bankers Association, 
to consider the country’s foreign trade situation and to take 
steps, if deemed advisable and practicable, leading to the 
formation, in accordance with the plan approved by the As- 
sociation, of a foreign trade financing organization on national 
lines, such organization to be incorporated under the Fed- 
eral Reserve Act as amended by the Edge Law and to have 
an authorized capital of $100,000,000; and, 

Whereas, this conference recognizes the necessity of meet- 
ing the present critical situation with respect to the domestic 
and foreign trade of the United States, especially the export 
of agricultural products, raw materials and manufactured 
goods, so urgently needed abroad, and to insure the future 
stability of our export trade; and, 

Whereas, the foreign trade financing plan, as approved by 
the American Bankers Association, will serve the prosperity 
of the United States by permanently strengthening the 
country’s foreign trade position; and, 

Whereas, foreign buyers require longer credit than can be 
supplied under our present system and are prepared to fur- 
nish adequate collateral or well-seasoned securities; and, 

_ Whereas, the operation of this organization will result 
in the broadening of the export market, thus relieving this 


VY eo: Committee on Resolutions has given its earnest 


country of surplus stocks of all kinds, with the result of 
stabilizing prices and benefiting all lines of trade, agriculture 
and manufacturing, and will have an especial tendency to 
encourage production, thereby insuring to labor of all kinds 
steady and productive occupation; 

Therefore, Be It Resolved, That it is the sense of this 
meeting that a foreign trade financing corporation, with an 
authorized capital of $100,000,000, be organized at once on 
the general lines approved by the American Bankers Asso- 
ciation and committees of the Chamber of Commerce of the 
United States, the National Foreign Trade Council, the 
American Manufacturers Export Association, and the Amer- 
ican Exporters and Importers Association; and, 

Be It Further Resolved, That the extension of credit by 
the corporation should be confined to the countries where 
there is a stable government and where there is an assurance 
of integrity of purpose; and, 

Be It Further Resolved, That the operations of the corpora- 
tion should be confined to financing for the benefit of future 
foreign trade; and, 

Be It Further Resolved, That, believing the development of 
this project will mean so much to the country as a whole, 
we urge the financial and practical cooperation of all members 
of agriculture, manufacturing, financial and labor interests; 


and, 

Be It Further Resolved, That a Committee of representa- 
tive men be formed, giving due consideration to geographical 
districts and various lines of agriculture, industry and finance, 
charged with the responsibility of organizing the aforesaid 
corporation. 


Report of Committee on Plan and Scope 
By JOHN H. FAHEY, Chairman 


meeting called by the American Bankers Association 
to be held in the City of Chicago, on December 10 
and 11, 1920, respectfully reports that it has carefully 
considered the method of organizing a corporation to be 
organized for the purpose of Foreign Trade Financing, and 
hereby makes the following report and recommendations: 
That this committee does fully approve and adopt the 
features of the plan for the organization of a corporation 
for the purpose of foreign trade financing as set forth in the 
report of Mr. John McHugh, as chairman of the Committee 
on Commerce and Marine of the American Bankers Asso- 
ciation. This committee believes that the details of the 
organization of such a corporation cannot be determined by 
this committee in the time at its disposal but that the plan 
and scope of such a corporation and the details of its organ- 
izaion should be left to a permanent committee on organiza- 
tion consisting of 30 members with authority to add to its 
number and to fill vacancies and with authority on the part 
of said permanent committee to take all steps deemed by it 
to be necessary or appropriate to organize 4nd bring into 
operation a corporation under the provisions of the Edge 
Act, with a capital of $100,000,000, for financing American 
foreign trade; That it receive subscriptions to the stock of 
such corporation, with provision for such surplus as may be 
deemed by it to be appropriate; That it nominate the first 
board of directors, which should be representative of com- 
merce, finance, agriculture and industry, with due regard to 


T= Committee on Plan.and Scope appointed at the 


geographical representation, and that it nominate as well the 
principal executive officers of such corporation. . 

That said permanent committee on organization consist of 
the following members: John McHugh, New York City, 
chairman; Herbert Hoover, Palo Alto, Calif.; Paul M. 
Warburg, New York City; John S. Drum, San Francisco, 
Calif.; James B. Forgan, Chicago, Ill.; F. O. Watts, St. 
Louis, Mo.; Lewis E. Pierson, New York City; Charles H. 
Sabin, New York City; Arthur Reynolds, Chicago; J. R. 
Howard, Clemons, Iowa; Thomas E. Wilson, Chicago; Fred I. 
Kent, New York City; J. G. Culbertson, Wichita Falls, Texas; 
Levi L. Rue, Philadelphia, Pa.; Philip Stockton, Boston, 
Mass.; Oscar Wells, Birmingham, Ala.; Julius H. Barnes, 
Duluth, Minn.; A. C. Bedford, New York City; Herbert 
Myrick, Springfield, Mass.; Alexander Legge, Chicago, IIl.; 
— H. Defrees, Chicago, Ill.; John S. Lawrence, Boston, 

ass.; E. M. Herr, Pittsburgh, Pa.; Roy D. Chapin, Detroit, 
Mich.; John J. Raskob, Wilmington, Del.; Chas. A. Hinsch, 
Cincinnati, Ohio ; Peter W. Goebel, Kansas City, Kan.; Thomas 
B. McAdams, Richmond, Va.; John Sherwin, Cleveland, Ohio; 
Geo. Ed. Smith, New York City. 

That this meeting raise an underwriting subscription to be 
at the disposal of the committee on permanent organization 
for the proper expenses of organizing the proposed cor- 
poration. 

That the adoption of this report be deemed to be full 
authority to said permanent committee on organization to 
proceed with the organization of said proposed corporation 
in accordance with this report. 
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Financing Foreign Trade 


An Organized Effort to Meet the Economic Conditions of the World— 
Conference of Bankers and Business Men Characterized as 
the Most Momentous Gathering Since the Armistice 


years of constructive effort 

of the American Bankers As- 
sociation, through its Commerce 
and Marine Committee, toward pro- 
vision of adequate credit facilities 
for the operation and development 
of our foreign trade, was reached 
in Chicago, December 10th and 


Tse significant result of two 


llth, at the nation-wide meeting, 


called in accordance with the deci- 
sion of the Association at its annual 
convention in Washington last Oc- 
tober. The Conference was at- 
tended, in voluntary response to the 
call issued, as authorized by the 
Association, by President John S. 
Drum, by 500 prominent bankers, 
business men and producers, repre- 
senting every part of the country 
and practically every industrial and 
sroducing interest. It authorized 
the immediate organization, in ac- 
cordance with the plan drawn up by 
the Committee on Commerce and 
Marine of the Association, and ap- 
proved by the Association after 
having been studied and concurred 
in by representatives of other pow- 
erful national organizations vitally 
interested in the maintenance and 
healthy growth of our foreign 
trace, of an Edge Law corporation 
capitalized at $100,000,000 and 
truly national in scope, ownership 
and operation. 

A committee of thirty representa- 
tive bankers, business men and pro- 
ducers, headed by John McHugh, 
chairman of the Commerce and 
Marine Committee (now the Com- 
merce and Marine Commission), 
who formulated the plan under con- 
sideration, was named as a Com- 
mittee on Organization of the 
proposed corporation and $100,000 
was subscribed toward preliminary 
expenses. Numerous assurances 
from bankers, business concerns 
and producers in every section of 
the country were received to the ef- 
fect that they could be counted on 
for participation in the organiza- 
tion. 

As a direct outcome of the con- 


ference, a step has been taken, 
unique in the country’s history, 
holding in its plan and scope vast 
possibilitiés for the foreign trade 
and the benefit of posterity. For 
the first time in the commercial de- 
velopment of the nation on any such 
scale, the producing, business and 
financial interests of the country— 
its entire organization of produc- 
tion—have joined in a voluntary ef- 
fort in the interests of foreign 
trade. By the meeting’s action the 
plan for the new corporation has 
passed from the stages of possibility 
and tentative discussion into that of 
definite and constructive work for 
the future. 

The Committee on Organization 
held its first meeting immediately 
following the close of the confer- 
ence. Preliminary plans were made 
and offices soon were opened in 
New York. All preparations for 
presenting, throughout the country, 
the purpose of the proposed corpo- 
ration, its scope and the practical 
means for attaining the results de- 
sired were immediately begun, and 
there is reasonable expectation that 
the corporation should be actively 
operative about the first of March, 
1921.. In accordance with act 
authorized by the Committee on 
Organization, an Executive Com- 
mittee, of the Organization Com- 
mittee, has been appointed by Mr. 
McHugh, chairman of the Organi- 
zation Committee. It consists of 
himself and eight other members, as 
follows : 

Fred I. Kent, vice-president 
Bankers Trust Company, New York 
City. 

Julius H. Barnes, Barnes-Ames 
Company, Duluth, Minn. 

Paul M. Warburg, New York 
City. 

Thomas E. Wilson, 
Wilson & Co., Chicago, IIl. 

Lewis E. Pierson, chairman of 
the board, Irving National Bank, 
New York City. 

Herbert Myrick, president Phelps 
Publishing Co., Springfield, Mass. 
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president 


Charles A. Hinsch, president 
Fifth-Third National Bank, Cincin- 
nati, Ohio. 

George Ed. Smith, president 
Royal Typewriter Co., New York 
City. 

“The Foreign Trade Financing 
Corporation” has been tentatively 
adopted as the name of the corpo- 
ration. 

The Chicago Conference voiced 
its conclusions through the unani- 
mous passage at the close of its two 
days’ sessions of the carefully pre- 
pared set of resolutions, and also 
by the unanimous adoption of the 
report made by the Committee on 
Plan and Scope of the proposed 
corporation. The resolutions, after 
setting out the purpose for which 
the meeting had been called, and 
conditions in our foreign trade sit- 
uation which made the conference 
necessary, were declared strongly in 
favor of the proposed plan. The 
resolutions are printed in full else- 
where in this issue of the JOURNAL. 
There also is printed elsewhere in 
the JouRNAL the report of the Com- 
mittee on Plan and Scope. 

The Resolutions Committee was 
made up of Waldo Newcomer, Bal- 
timore, Md., chairman; Herbert 
Myrick, Springfield, Mass. ; George 
R. Meyercord, Chicago, IIl.; Ches- 
ter L. Dane, New York, N. Y.; 
Fred I. Kent, New York, N. Y.; 
C. A. Hinsch, Cincinnati, Ohio; 
Owen D. Young, New York, N. Y.; 
Jackson Johnson, St. Louis, Mo.; 
G. W. Wattles, Omaha, Nebr.; 
Willis D. Longyear, Los Angeles, 
Calif.; Chellis A. Austin, New 
York, N. Y.; E. H. Cunningham, 
Iowa, and G. A. Ranney, Chicago, 
Ill. 


The Plan and Scope Committee 
had for its chairman John H. Fahey, 
of Boston, Mass., and the other 
members included: Joseph H. De- 
frees, Chicago, III.; John S. Drum, 
San Francisco, Calif.; J. R. How- 
ard, Clinton, Iowa; J. G. Culbert- 
son, Wichita Falls, Texas; John 
W. Staley, Detroit, Mich.; Henry 
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Wallace, Des Moines, Iowa; George 
Ed. Smith, New York, N. Y.; Lewis 
E. Pierson, New York, N. Y.; Ar- 
thur Reynolds, Chicago, IIl.; F. O. 
Wetmore, Chicago, IIl.; Walter W. 
Head, Omaha, Nebr.; Harry A. 
Wheeler, Chicago, Ill., and F. O. 
Watts, St. Louis, Mo. 

The Conference was remarkable 
by reason of the varied interests 
which it represented, the standing 
of the men who attended and the 
unanimity of feeling that it had 
been assembled to consider a situa- 
tion of special importance to the 
nation’s economic future, requiring 
immediate and decisive action. Her- 
bert Hoover and Senator Walter E. 
Edge of New Jersey, the originator 
of the amendment to the Federal 
Reserve Act under which the pro- 
posed corporation is planned to 
function, both expressed the opin- 
ion that the Conference was the 
most momentous economic gather- 
ing since the armistice. 


Mr. McHugh’s Address 


The detailed analysis of condi- 
tions giving rise to the meeting and 
the report on the plan which it was 
called to consider were placed be- 
fore the Conference in a comprehen- 
sive and careful address made by 
Mr. McHugh, who also took occa- 
sion to give in logical sequence the 
various steps taken by the Com- 
merce and Marine Committee of the 
Association leading up to the Con- 
ference. This address was deliv- 
ered by Mr. McHugh at the first 
session of the Conference. It was 
as follows: 


The acknowledged lack of adequate 
banking and credit machinery to finance 
our foreign commerce and at the same 
time take every proper care of our tre- 
mendous domestic needs, suggests that we 
of this Nation have been somewhat neg- 
lectful of our responsibilities and heed- 
less of our opportunities. 

Prior to the outbreak of the war in 
1914, we were a debtor to the rest of 
the world to the extent of approximately 
four billions of dollars. Out of the earn- 
ings of our railroads, mills and factories, 
we sent abroad each year upward of 
two hundred millions of dollars in the 
settlement of interest and in payment 
of dividends. Europe had loaned to us, 
and had invested her capital in our rail- 
roads and industries, to an extraordinary 
degree, and as a result we sent annually 
more goods abroad than we could take 
in return. 

We practically depended upon London 
to finance such foreign trade as we then 
had. The pound sterling was the cur- 
rency of international commerce. Our 


great stock exchanges and boards of 
trade were merely national in their 
scope. We had no coordinated banking 
system. We had no discount market, 
nor even the machinery for developing 
one. More self-contained than any other 
single nation, we allowed our foreign 
trade to shift for itself. We imagined 
that sales abroad were not vitally neces- 
sary, and that domestic demands would 
absorb all that we produced. We or- 
ganized no machinery to finance export 
sales in a sound, orderly, systematic way. 

Great Britain, on the other hand (and 
that nation is referred to only as an 
illuminating example), wase creditor to 
the rest of the world in an amount esti- 
mated at close to twenty billions of dol- 
lars. To it, an island nation, foreign 
trade was its very life blood. For gen- 
erations Great Britain has made itself 
the great trade nation of the world. 
It developed a marvelous and wholly 
adequate machinery for developing and 
financing world commerce. As part of 
this machinery there might be enumer- 
ated its acceptance houses, its bill brok- 
ers, its credit system centralized at the 
Bank of England, its great discount mar- 
ket, its mercantile marine, and its invest- 
ment trusts—great corporations which 
bought foreign securities and sold de- 
bentures issued against them to the 
public, all in the interest of its foreign 
trade. 

Europe was the center of world fi- 
nance when the war broke out in 1914. 
Then the state of affairs changed dra- 
matically. Europe turned to us. The 
Allies desperately needed food-stuffs, 
munitions and manufactured materials. 
and bought them in our markets. They 
could not spare us goods in return, so 
began paying gold; then they sold back 
to us our own securities; and later bor- 
rowed on government credit. Having 
sold in haste we financed our exports 
in haste; credit was extended in each 
particular case in the way that met with 
least resistance. 


Production Stimulated 


When we entered the war in April, 
1917, we had already practically wiped 
out our debt abroad. As active bellig- 
erents, we went on shipping the products 
of our farms and the output of our 
factories to Europe on an even greater 
scale, and stimulated our production and 
expanded our. industrial plants to enable 
us to do so. Our government financed 
the purchases of Europe by extending 
loans abroad aggregating nearly ten bil- 
lions of dollars. Shortly after the close 
of the war, loans on the part of our 
government to other governments:ceased, 
but contrary to many expectations, the 
great demand for our goods continued. 
The result was that foreign trade con- 
tinued to be financed in numerous sup- 
posedly short-term ways—by the pur- 
chase of foreign exchange bills, by 
extensions of credit from exporters here 
to their foreign customers, (often fol- 
lowed by borrowing at the banks to 
meet the shortage of working capital 
thus brought about), and in several 
other ways which need not be described 
in detail. 

It is estimated that the floating debt 


of foreign countries to ourselves, thus 
created, has now reached almost $4,000. 
000,000. The creation of this great deb 
has served one purpose. It has enabled 
our foreign trade to go on. It has 
brought our total of loans to foreigners 
to $15,000,000,000, and enabled us to pass 
Great Britain as the leading creditor 
nation of the world. 

But in extending short-term credits 
to finance exports during 1919 and 192) 
we as a people did not stop to consider 
the total effect on our business and 
financial structure. These credits were 
called “short-term” but really were not, 
They could be shifted about within the 
country, but so long as our exports 
exceeded our imports, and so long as 
people abroad could not meet their 
obligations with goods, gold or invest. 
ment loans, they could not be paid off 
Thus it is seen than $4,000,000,000 of 
floating credit, extended to facilitate our 
export trade, has been one of the lead- 
ing factors in bringing about the credit 
stringency in the United States, and 
that stringency, in turn, has been one 
large factor contributing to the recent 
violent decline in commodity prices. 

No one will maintain that it has ever 
been a proper function of commercial 
banks to finance a relatively permanent 
one-sided balance of trade. Because, 
however, they have been drawn by cir- 
cumstances into doing this, and because 
our banking machinery until recently 
supplied no adequate remedy for the sit- 
uation that consequently arose, the com- 
mercial banks have been brought vir- 
tually to the end of their ability to 
supply further credit in the export field, 
and unless a remedy is found, our ex- 
port trade must be severely curtailed. 

We find ourselves today in a state 
of affairs which grew inevitably out of 
conditions prevailing in the last two 
years. For the year and a half follow- 
ing the armistice we were lifted on a 
great wave of what we called prosperity. 
Prices and wages were high and rising 
higher. Spending at home was generous 
and unstinted. Other nations bought 
our goods as never before—in fact, 
measured by values, we sold more 
goods abroad during that year and a 
half than we did during any like period 
of Europe’s desperate war period. 


Present Conditions 


Conditions are now changed. Our 
extraordinary prosperity has _ stopped. 
Factories and mills have shortened 
their hours of work; many even have 
closed down. As for prices, these have 
fallen sharply; in the last half year 
wholesale prices on an average hav¢ 
dropped 25 per cent. Corn, the country’ 
greatest food crop, is selling for less 
than one-half its price of a few months 
ago. Cotton, our greatest single expo 
commodity, upon which a great sectiot 
of this country depends for its living 
has fallen from more than forty-threq 
cents a pound earlier in the year td 
below sixteen cents a pound. 

Goods prepared for export 
backed up at all our seaports owing td 
ineffectual means to finance their ship: 
ment, and our markets are glutted in 
consequence. Yet the irony of it all # 
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that the outside world could use all the 
surplus products we might spare, and 
Europe is still calling urgently for our 
goods and for our aid. 

We are here today to consider these 
conditions, and to give careful thought 
to a step to meet the emergency which 
these conditions have developed. This 
is the proposal to bring into existence a 
foreign trade financing corporation 
through the united effort and coopera- 
tion of the country’s bankers, business 
men and producers. 

Some of our bankers in 1918 recog- 
nized whither we were drifting. In the 
fall of that year—before the armistice 
was signed—a resolution was adopted at 
the annual convention of the American 
Bankers Association declaring that the 
Association 


“Pledges itself to support by every 
means in its power the development 
of export trade, to encourage manu- 
facturers to enter upon this field of 
distribution, and to provide, as rap- 
idly as possible, adequate facilities 
for financing export operations 
sufficient to meet every reasonable 
demand that may arise.” 


The appointment of a Commerce and 
Marine Committee made up of bankers 
representative of all parts of the country 
was the direct and immediate result 
of the adoption of that resolution. This 
committee, specifically charged with the 
study of this important question and 
with bringing the results of that study 
before the Association, felt that it had 
a particular function to perform, and 
proceeded to apply its best efforts to it. 


Reports to the Association 


There is no need to detail all the activ- 
ities of the committee. Suffice it to 
mention the more important features of 
its work. Four reports in all were pre- 
sented by the committee to the Associa- 
tion. Each of them met with unanimous 
approval. From the first the committee 
believed that the most vital matter for 
its consideration was some adequate 
means of financing our foreign trade. 
It applied itself to this subject not only 
with the idea of developing something 
of a constructive character, but also with 
the desire of ascertaining well-informed 
business and banking opinion regarding 
our foreign trade and what might be 
suggested as a means of maintaining and 
increasing it. From the time of the 
introduction in Congress of the Edge 
Bill, which was proposed as an amend- 
ment to the Federal Reserve Act, the 
committee felt that here was remedial 
legislation which would make possible 
the machinery to finance our foreign 
trade. It followed the progress of that 
legislation closely. It gave counsel when 
requested and as seemed fitting. It can- 
vassed the entire banking community 
of the country upon it and presented 
the results of that canvass to Congress. 

When the measure became a law, it 
was felt to be the special province of 
the committee to ascertain what the 
banking and business community thought 
could be done under it for the benefit 
of American foreign trade. It was 
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quickly recognized that this opinion 
would be much more definitely ascertain- 
able if a concrete’ proposal were sub- 
mitted for consideration. It was because 
of this recognition that a foreign trade 
financing plan was formulated and pre- 
sented to the bankers of the country. 

That plan outlines the formation, un- 
der the Edge Act, and through the 
united effort and cooperation of bankers, 
business men and producers, of a cor- 
poration with sufficient resources to 
make it a really valuable instrument of 
international welfare. The Executive 
Council of the American Bankers Asso- 
ciation, when the plan embodied in a 
report of the committee was presented 
to it last spring, approved it and re- 
quested the President of the Association 
to appoint a Committee of Three to 
confer on the plan with similar com- 
mittees appointed by other responsible 
national organizations. Such commit- 
tees were appointed by the Directors of 
the Chaniber of Commerce of the United 
States and the chairman of the National 
Foreign Trade Council. 

These three committees, which for 
working purposes formed themselves 
into a Joint Committee, after serious 
consideration of all possible measures 
to meet the situation, recommended that 
steps be taken as soon as practicable to 
organize such a corporation with a view 
to commencing business on or about 
January 1, 1921, with an authorized cap- 
ital of at least one hundred millions of 
dollars. The capital was placed at this 
figure because under the law the deben- 
ture issuing ability of a corporation of 
this character is limited to ten times its 
capital; and a billion dollars is considered 
none too much for the purpose for which 
it is to be used. 

In the recommendation of this Joint 
Committee the Commerce and Marine 
Committee of the Association concurred, 
and so reported to the recent convention 
of the American Bankers Association 
held in Washington in October. 

The Commerce and Marine Commit- 
tee, before moving at all in the matter, 
submitted the plan to the bankers of the 
country and invited consideration and 
comment. The comments, received from 
practically every state in the Union, 
were significantly favorable. More than 
87 per cent. of the bankers who re- 
sponded approved the plan, and more 
than 65 per cent. of those who returned 
favorable replies stated that they would 
be disposed to recommend that their 
institutions subscribe to the stock of the 
corporation. 

As a result of the approval of the 
plan by the American Bankers Associa- 
tion, the President of the Association 
was empowered to call this nation-wide 
meeting of bankers, business men and 
producers. 

In presenting this proposal to you for 
your consideration, permit me to say that 
neither the American Bankers Associa- 
tion as such, the Commerce and Marine 
Committee thereof, nor any member of 
that committee, was moved by any inten- 
tion of organizing on its, or his own 
behalf, such a corporation as proposed. 
It was felt that the obvious advantages 
to the country of such a corporation 
should be presented to the country at 
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large, and that, if brought into being, 
it should be at the instance of the repre- 
sentatives of the entire country through 
united effort to that end. I say this in 
order that there may be no possible 
misconception regarding the broad pur- 
pose of the proposal that has been made, 
or of the nation-wide benefit it con- 
templates. 

The Edge Act, which gives the author- 
ity to organize such a corporation as 
contemplated, is an amendment to the 
Federal Reserve Act. It provides that 
corporations may extend loans abroad 
and issue debentures against these loans 
to the extent of ten times their capital 
and surplus. National banks are au- 
thorized to invest 5 per cent. of their 
paid-in capital and surplus in the stock 
of such individual corporations, and in 
many cases the state laws permit the 
state banks to invest a certain percentage 
of their capital in such stock. 

In its potential effect for good upon 
the business of the United States, the 
Edge Act was probably the most im- 
portant piece of legislation since the 
Federal Reserve Act itself. It may fitly 
be compared with that measure. Like 
the Federal reserve banks, Edge corpora- 
tions are placed under the supervision 
and control of the Federal Reserve 
Board. The Federal Reserve Act unified 
our banking system; the Edge Act 
makes possible the unification of our 
foreign trade financing. The Federal 
Reserve System made possible a great 
extension of banking credit; the Edge 
Act makes possible a great extension of 
investment credit. 


Edge Act Possibilities 


What the Federal Reserve Act has 
done in accomplishing its purpose at 
home, the Edge Act makes possible in 
financing our merchants in their com- 
merce abroad. The banks of the coun- 
try subscribed the capital stock of the 
Federal reserve banks, and with capital 
of approximately $100,000,000, the Fed- 
eral reserve banks now report $1,700,- 
000,000 of deposits, and $2,700,000,000 of 
discounts. Edge corporations can like- 
wise extend credits to many times their 
capital and surplus. 

It is proposed now to form a corpora- 
tion with $100,000,000 capital under this 
law, because it is felt that such a large 
corporation would have every possible 
advantage over a number of small ones. 
Such a corporation would attract the 
best expert talent. It would have the 
efficiency attaching to large organiza- 
tions. It would give the utmost pro- 
tection to the investor. It would be 
better able to encourage thrift. It would 
give to every locality the fullest possible 
use of the capital and funds coming 
out of that locality. It would claim 
the highest degree of public confidence 
at home, and by virtue of its prestige 
and position would exert a certain and 
commanding influence abroad. 

It is important that we keep in mind, 
in all that we say and do at this time. 
those two essentials of real prosperity, 
thrift and production. Without these 
thoroughly inculcated into the American 
people, our future as a creditor nation 
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will not be at all as secure as we would 
have it. The success of the plan that 
is proposed is based upon these two 
essentials; upon thrift, in order that a 
part of the savings of our people may 
be used to finance our foreign trade and 
thus sustain our prosperity; and pro- 
duction, in order that we may spare the 
means of supplying foreign markets 
without subjecting ourselves to increased 
prices for our own needs. 

This plan does not suggest inflation. 
Of that we have had enough. Nor does 
it suggest the absorption of existing 
credit. What it does suggest is the set- 
ting aside, through the exercise of sane 
economy, of a reasonable percentage of 
our great annual production of wealth, 
estimated at seventy billions of dollars. 
It suggests the investment of that rea- 
sonable percentage in securities growing 
out of our foreign trade. 

If we here seriously determine that 
the plan of organizing a large corpora- 
tion as outlined is worthy of our best 
effort, we should likewise determine as 
far as possible on its plan and scope of 
operation. 

We should emphasize that the policy 
of the management shall be first to safe- 
guard the stockholders’ investment. 

We should emphasize that the affairs 
of the corporation must be so managed 
that it will be not only an emergency 
measure, but a permanent instrumental- 
ity for the purposes for which it is 
brought into being. 

We should here adopt articles of in- 
corporation and by-laws, and we should 
name, if possible, at least some of the 
men into whose hands we are willing to 
entrust the destinies of the corporation. 

We should here name a tentative 
Board of Directors, and in selecting its 
members, we should be guided by the 
wishes and opinion of the different 
groups of bankers, business men and 
producers representing different parts of 
the country in this meeting. The Board 
of Directors should be representative of 
the entire country; it should comprise 
bankers, business men and producers. 

We should determine the manner of 
securing subscriptions, which, it is pro- 
posed, shall be received at the rate of 
$105 per share of $100, thus providing 
$100 of capital and $5 of surplus for 
each share subscribed. We should make 
it understood that there would be no 
underwriting or promotion stock. 


Example and Leadership 


It is a herculean undertaking. But if 
each one of us here, before this Con- 
ference adjourns, subscribes, as I hope 
each one will do, individually for the 
stock, and has his institution subscribe, 
I have no doubt that the example will be 
followed so widely that success will be 
assured. Your leadership will demon- 
strate your confidence in the corporation, 
and your earnest intention to use your 
every effort to bring about its full suc- 
cess will undoubtedly have the very best 
results. 

We should especially strive to make 
every thinking man in the United States 
see this opportunity, and, rather than 
secure large subscriptions from com- 


paratively few quarters, our aim should 
be to secure subscriptions from every 
bank and industrial enterprise in the 
United States. 

The law provides for the payment of 
25 per cent. of the capital at the com- 
mencement of business, and the balance 
in instalments of at least 10 per cent. 
of the whole amount every sixty days 
thereafter. Payments of subscribers 
would thus be extended through the year 
1921 and well into 1922, and the cor- 
poration would still be able to do busi- 
ness on as large a scale as it could safely 
undertake, in view of the necessity of a 
careful checking up of all conditions 
which might surround its every opera- 
tion. 

Debentures distributed by the cor- 
poration, secured by high-class foreign 
obligations that the corporation would 
receive, could undoubtedly be distrib- 
uted over a wide territory. 


Stockholders and Debentures 


Every stockholder, so far as practi- 
cable, should become an agency for 
distributing the debentures of the corpo- 
ration. These debentures should be ab- 
sorbed by the public—not by means of 
excessive borrowing, with which policy 
we had sad experience during the war 
and since—but by saving. To promote 
this helpful spirit, and to promote the 
general business of the corporation, ave- 
nues of education are available, that 
were never heretofore available to any 
large enterprise in this country. We 
have the friendly attitude of the Amer- 
ican Bankers Association, with its mem- 
bership of over 22,000 banks. We have 
the expressed helpful attitude of a num- 
ber of the state bankers associations of 
the country, many of the officers of 
which have indicated their readiness to 
help us. We have the sympathetic inter- 
est of the directors of the Chamber of 
Commerce of the United States with its 
constituent membership of upwards of 
700,000. We have the encouraging atti- 
tude of the National Foreign Trade 
Council, the American Manufacturers 
Export Association, the American Ex- 
porters and Importers Association, and 
we have the almost universal public 
opinion that we must extend long time 
credits to those of other nations who 
can safely and wisely borrow from us 
and use the proceeds in purchasing 
American goods. 

Reference has been made to the sim- 
ilarities in the Federal Reserve Act and 
in the Edge Act. They are very strik- 
ing, but between the two laws there is 
this great difference. The coordination 
provided by the Edge Act is purely vol- 
untary. This, then, presents a chal- 
lenge to our initiative. In the interest 
of the nations that are calling for our 
goods, and in the interest of the pros- 
perity of this country, are we willing, 
are we capable, have we the enterprise, 
to cooperate in a truly effective way in 
forwarding our foreign trade? Can we 
accept this great emergency as a stimu- 
lus to great achievement? If private 
enterprise can bring this to pass, it will 
have a tonic effect on private enterprise 
everywhere. 
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There has recently been a great deal 
of pressure to have the government 
undertake this task, and to resume some 
of the functions which it exercised dur- 
ing the war. Such agitation has over. 
looked the economic principle that the 
financing of foreign trade, in times of 
peace and for purely commercial reasons, 
is not a function of government. Prac. 
tically speaking, the methods of goy- 
ernment are too rigid to cope with such 
a task. For it to lend money or credit, 
directly or indirectly, to European im- 
porters, would be certain to bring criti- 
cism and dissatisfaction, and to lead to 
charges of favoritism. In many in- 
stances there might be pressure for loans 
in which purely commercial considera- 
tions would be obscured by political con- 
siderations. A direct financial interest 
of the American government in loans to 
European private individuals and cor- 
porations might lead to embarrassing 
international consequences, and further 
loans to the European governments 
themselves would probably meet with 
strong popular disapproval. If the gov- 
ernment undertook this task there would 
undoubtedly be objection on the ground 
that taxes were being increased for the 
entire country, or that government loans 
were being floated primarily to promote 
the interests of particular classes. 

Every question of policy demands that 
even if the government is moved to 
undertake this work to meet the present 
emergency, it should abandon it just 
as soon as private financial machinery 
is brought into existence and is ready 
to operate. For just in proportion as 
we lean weakly upon the government 
shall we cease to be independent and 
self-reliant. The more we seek to have 
the government do for us, the less shall 
we become able to do for ourselves. As 
American bankers and business men, 
we should resist the habit of calling for 
government aid in every emergency. The 
more the government extends aid to 
business, the more it must inject a larger 
interference in business. The President- 
elect has said that what we need is more 
business in government and less gov- 
ernment in business. It depends upon 
our actions as bankers and business men, 
no less than upon the action of legis- 
lators, to bring this about. 


One Over-Shadowing Fact 


There are many angles to the prob- 
lems that we are here to discuss which 
have only been touched on briefly in 
these present remarks, which I hope may 
be discussed in greater detail before the 
day is over. In all our considerations, 
however, we must not lose sight of this 
overshadowing fact which is seriously 
affecting American prosperity today; 
much as the people in Europe, South 
America, Asia and Australia desire to 
trade with us, the existing premium on 
the American dollar is such that no 
one abroad can prudently borrow and 
agree to pay on short time. Hence, our 
export trade is languishing. There are 
many instances where American busi- 
ness men have actually ceased to carry 
on business with foreign customers be- 
cause of the disturbed exchanges; they 
cannot convert their accumulated foreign 
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funds into American dollars without 
suffering a severe loss. 

If this corporation were to come into 
existence it could safely loan dollars, 
which in turn could be placed at the 
disposal of the foreign debtor of the 
American business concern with which 
to pay the latter and thus open up again 
the flow of our goods where they have 
now ceased to flow. . 

One word more concerning the capital 
of the proposed corporation. While this 
must of necessity be large, as already 
stated, its operations should commence 
in a small and careful way. Undoubtedly 
the psychological effect of bringing the 
corporation into existence at an early 
date would be most beneficial, yet we feel 
it our duty to emphasize that it must 
not be considered a “cure-all” for every 
present ill. If it hopes to be permanent, 
it must not make unsafe or unwise 
loans, hence its operations must be con- 
ducted with the utmost care and re- 
straint. But even so there is a sufficient 
field for its operation to make its in- 
fluence stabilizing from the start. 

In considering the future activities of 
this corporation, it is not contemplated 
that we, as a people, shall go on in- 
definitely selling to the outside world 
more than we &. from it, and indefi- 
nitely increasing our loans to the world 
in the meanwhile. That cannot happen 
in any case. Ultimately, as the annual 
interest due to us grows, other nations, 
in paying it, will send us more goods 
than we send them. But what is con- 
templated is that we, as a people, desire 
to maintain our export trade on sound 
principles, avoiding any sudden changes 
that might have disastrous consequences. 

It may be well to state here some of 
the things, in addition to proper financ- 
ing, which I believe to be prerequisite 
to our maximum efforts in maintaining 
and further developing our foreign trade. 
First, that steps should be taken by 
those in authority to establish this gov- 
ernment on permanent terms of peace 
with all other governments. Second, 
that we should urge that all other gov- 
ernments compose their differences at 
as early a date as possible; that the bal- 
ance sheets of the late war be completed 
without further delay by definitely fixing 
indemnities, and arriving at a thorough 
understanding as to the financial obliga- 
tions of each nation to the others. 
Third, that we adopt a sane shipping 
policy and operate our merchant ma- 
tine efficiently and economically in the 
interest of our foreign trade. And 
finally, that our government protect 
American investments abroad. 


Scope Worldwide 


Before closing, there is one thought 
that should be touched upon; namely, 
that of the strength of the people to 
whom our future credit may be ex- 
tended in the advancing of our foreign 
trade. It is our suggestion that the 
scope of the proposed corporation shall 
be literally world-wide ; that its activities 
shall profitably expand in whatever direc- 
tion that sound business principles dic- 
tate. That means, of course, every 
country of the world where we can 


with safety and benefit sell American 
goods. 

In this connection we have heard 
objections to dealings with the people 
of Europe, as though they, hard-hit 
as they have been by a prolonged and 
costly war, were now hopeless derelicts 
among nations and men. Nothing could 
be more short-sighted. For generations 
the people of Europe have been the 
chief foreign customers of our manufac- 
turers and merchants, and from all pres- 
ent indications for generations they will 
be. True, Europe is confronted with seri- 
out after-war problems; reconstruction, 
taxation, inflation, unemployment, social 
unrest are words that suggest some of 
the difficulties that are faced. 

For practical purposes, however, there 
remains in Europe more than sufficient 
strength to supply collateral for the 
credits that might be advanced for the 
purpose of financing American exports. 
Great Britain is even now demonstrat- 
ing in wonderful fashion the soundness 
of her economic system; while France, 
Italy and Belgium, among our recent 
associates in the war, are presenting, 
before the world, noble efforts to “come 
back.” There are businesses and enter- 
prises abroad well able to offer security 
for our loans, if we care to extend them. 
Great Britain has shown the soundness 
of its economic system lately by its 
steady progress in restoring its exports 
and in balancing its trade. France has 
made amazing progress in reconstruc- 
tion. Its exports so far this year have 
been two-thirds of imports, as compared 
with less than one-third in 1919; and 
this has come about not through a fall 
in foreign purchases, but because the 
sales of French products to the outside 
world have more than doubled. 

Taking the bruadest possible view of 
the opportunity that is before us, as 
American bankers and business men, 
our duty seems now to be plain. It is, 
if I may be permitted to put it as I 
see it, to set up the machinery that will 
enable us to meet the situation that now 
exists, and shape that situation to our 
advantage. We are presented with the 
opportunity to finance our trade with 
the outside world on a stable and per- 
manent basis, through the instrumental- 
ity of this great corporation which we 
have in view. By means of this cor- 
poration we could provide for the most 
careful and thorough credit investiga- 
tion and the strongest commercial safe- 
guards in the interest of American 
capital. By means of this corporation 
we could supply the materials to keep 
factories and mills running, in the in- 
terest of foreign customers. By means 
of this corporation our loans would be 
protected, and we would lend in each 
individual instance only as we felt as- 
—_ of the security of each particular 
oan. 

Only as we face the situation that is 
before us boldly, will we seize our 
present opportunity to maintain our for- 
eign trade, preserve our prosperity, and 
mitigate our present depression. Only 
so can we take our full part in meeting 
our present responsibilities to the world. 

The meeting of the conference was 
called to order and welcomed by Presi- 
dent Drum, who expressed thanks for 


the patriotic attendance. He stated 
that the American Bankers Association, 
“in calling you together today asks you, 
as representatives of business and agri- 
culture and of industry and of com- 
merce, to give your best thought and 
consideration to the very concrete prob- 
lem that confronts the United States 
and all the world. That problem 
is: What is the world going to 
do to go forward? How is the produc- 
tion in one part of the world to be made 
available for purposes of consumption 
in another part of the world? How is 
contact going to be made so that the 
production can be forwarded to those 
places where the consumption takes 
place on an adequate financial basis so 
that the producer will be assured of pay- 
ment within a reasonable time after his 
products have been brought forth, and 
the consumer will have some method 
whereby in a reasonable period he can 
make payment?” 

He added, “We have here a concrete 
duty, but that duty is brought before 
this group by the American Bankers 
Association, merely as the. Association’s 
contribution to the welfare of this coun- 
try. But the responsibility as to how 
this situation is to be met, rests with 
those men who, in the aggregate make 
up the economic life of the country. 
It rests with those individugl leaders of 
business, it rests with those individual 
leaders of agriculture, and, likewise with 
those of industry, commerce and busines< 
to see that means are provided tu rake 
care of this congested ccouaition.” 

Mr. Drum made 1t very plain that the 
problem under consideration, which, 
while financial in character, went, at the 
same time to the elementary question 
of production,.to the welfare of laborer 
and every producer. 

Mr. Drum reviewed the Association’s 
part in the foreign trade financing plan 
under consideration, and emphasized that 
it was the part of the Association to 
bring this matter fully and completely, 
in a helpful way, before such a body as 
that gathered at Chicago. 


Full Results Presented 


After Mr. McHugh’s address, Mr. 
Drum stated that the work of the Amer- 
ican Bankers Association, with respect 
to the subject under discussion was now 
completed. He had acted, he stated, 
within the full scope of his powers in 
calling the assemblage and enabling it 
to listen to the report as presented by 
Mr. McHugh. That assemblage, he 
stated, was now presented with the full 
results of the work and efforts of the 
Commerce and Marine Committee dur- 
ing the past two years. He continued, 

“As far as the American Bankers As- 
sociation is concerned, it is not its func- 
tion, it is not its privilege to influence 
this group of men in arriving at their 
determination. It is now up to you as 
to what you will do with Mr. McHugh’s 
report. What action you will take re- 
garding the formation of such a cor- 
poration, and, if your action is one of 
approval, that you will pursue ways and 
means to bring that action to effective 
results.” 
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Senator Edge, in his address made at 
the opening session, declared that the 
time had arrived for action, not speeches. 
He said he considered the Conference 
frankly the most important collection of 
citizens of our country, “and so far 
as the object of the Conference is con- 
cerned, with the possibilities that should 
be the result of your deliberations, the 
most important since the signing of 
the armistice. And I say that not as a 
generality at all. I say it because in 
these days of reconstruction we are 
faced, first, with the necessity of em- 
ployment, and we are faced, parallel 
with it, with the necessity of increasing 
production. Employment and _ lower 
prices necessarily depend upon produc- 
tion. Production depends upon demand, 
or upon the market. The market de- 
pends today upon taking advantage, in 
my judgment, of those opportunities of- 
fered to deal in all the markets of the 
world. Therefore, if you successfully 
develop an organization to help in en- 
couraging production, you are materially 
assisting in helping us solve one of the 
most important governmental problems.” 

Senator Edge continued: “Your meet- 
ing, representing as it does so many 
interests, is of much greater importance 
than the thought of organizing a large 
financial institution. I would regret very 
much if any glass of bankers or of pro- 
ducers should harbor the thought that 
the efforts being made here are in the 
hope of forming a large financial cor- 
poration for the purpose alone of profit. 

“Of course, you must have profit. 
When an organization is formed, it is 
supposed to make profit, or it cannot 
run. But that, in my judgment, is a 
very small part of the successful out- 
come of your deliberations. It is the 
contribution to help solve the problems 
we are all trying to solve, through which 
the results of those deliberations will 
be successful. It is in order that busi- 
nes will help itself rather than that the 
government will intervene and make 
a mess of it. 


The Vehicle Furnished 


“We have furnished you the vehicle 
through which you can help yourself. 
If it requires amendment along practi- 
cal and proper and consistent lines, I 
am sure Congress will be receptive in 
considering such ideas and thoughts. 
We recognize, however, that the solu- 
tion of the problem, to a great extent, 
is in the hands of the business of the 
country.” 

Following the opening addresses by 
Mr. Drum, Senator Edge and Mr. Mc- 
Hugh, the Conference proceeded to or- 
ganization, electing as chairman, Willis 
H. Booth, vice-president of the Guaranty 
Trust Company of New York; as vice- 
chairman, George A. Ranney, treasurer 
of the International Harvester Com- 
pany of Chicago, and William F. Col- 
lins as secretary. 

The Resolutions and Plan and Scope 
Committees’ appointments were an- 
nounced during the first day’s session. 

After all preliminaries had been fin- 
ished and the conference had reconvened 
for its second session, an appropriate 
address of welcome was made by Jo- 
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seph R. Noel, president of the Chicago 
Chamber of Commerce. This was fol- 
lowed by a speech by Judge Joseph H. 
Defrees, president of the Chamber of 
Commerce of the United States, and 
also a Chicago resident, who emphasized 
that whatever basis of altruism there 
might be in the proposed organization, 
in the long run it was based on a policy 
of enlightened selfishness, and that we 
must buy securities abroad if we hope 
to continue to sell there. 

A. C. Bedford, vice-president for the 
United States ‘of the International 
Chamber of Commerce, spoke illuminat- 
ingly of conditions in Europe, basing 
his observations on an extended trip 
from which he had just returned. He 
stated that conditions in several coun- 
tries were favorable, and that the na- 
tions suffering from the war were rap- 
idly recuperating. In this connection he 
was heartily applauded for his state- 
ment of the duties we owe to European 
nations as our best customers through 
many years. “A good many people look 
at the foreign trade situation,” he said, 
“T suppose, from the recollection they 
have or the vision they have of what 
has been told them of conditions abroad. 
That is very natural. You see a vision, 
perhaps, of destroyed factories and 
ruined fields, and men who have lost 
their all during the war. And so, per- 
haps, we are looking at them on the 
credit side a little bit through the small 
window of our credit men’s cubbyhole, 
and looking at them askance because 
we think their credit is not good. 

“But there is one factor which you 
forget entirely, and a factor that is a 
potential and always has been a poten- 
tial factor in the financial world, and 
that is that this man who wants our 
credit today is the same man we have 
been doing business with for a good 
many years, and he is the same honest, 
straightforward, square business man, 
and deserving of consideration.” 

Herbert C. Hoover was the next 
speaker, saying in part: 


Momentous Conference— 
Mr. Hoover 


I am indeed grateful for an oppor-* 


tunity to participate in this conference. 
I believe that if you succeed in the 
project you have set out upon, this will 
have been the most momentous  eco- 
nomic conference since the armistice. 
You are gathered here not for the 
purpose of passing resolutions and giv- 
ing advice, but for the fundamental pur- 
pose of doing something practical in the 
solution of a financial situation by every- 
day business means. 
amongst the economic conferences, one 
after another, that this world has seen 
since the armistice. You indeed, have 
a great problem, for our farmers. today 
are suffering great losses, and our 
workmen great unemployment. And 
this is due, to a considerable degree, to 
the stagnation in orders for our export 
surplus. And from this stagnation the 
consuming power of our own home 
market is reduced, and the effects are 
accumulating upon us. And surely to- 
day, with these forces thundering at 


And that is unique, 
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every door in this land, we should heed 
the oft repeated warning that our wel- 
fare is no longer isolated from the wel- 
fare of the rest of the world. 

We must face the issue that the eco- 
nomic ills we suffer in a large degree 
arise from the vicious economic circles 
that can be broken in one way only, 
and that is by the establishment of 
credits abroad, not the dangerous short- 
time credits in which we have already 
become over-extended, but the long 
time investment in reproductive enter- 
prise. If we would give full time em- 
ployment to our farmers and our work 
people, to our laborers and our business 
men, we must be prepared to invest 
abroad some part of the value of this 
surplus that we would export. 

It is vital to every workman in the 
United States that Europe shall recover 
her exchange, her production, shall re- 
cover her standard of living, or we 
shall be dragged down to European 
standards, 

To me there is only one remedy, and 
that is by the systematic permanent in- 
vestment of our surplus production in 
reproductive works abroad. We thus 
reduce the return that we must receive 
to a return of interest and profit and 
we, as the states in Europe before the 
war, must take compensation for the 
labor of our people in the accrument of 
our assets outside of our borders. 

We are indeed at that changing point 
in our national economics that the Brit- 
ish empire faced in 1860, when no long- 
er could Britain take full value in com- 
modities for the commodities which she 
exported, and that if she would con- 
tinue to expand, continue to progress, 
she had to invest the realization of these 
commodities abroad, and by doing so 
they not only extended the capacity and 
the absorption of British goods, but 
they lifted the standard of living of the 
entire world. 


Most Beneficent Operation 


The investment of capital in reproduc- 
tive works is the most beneficent opera- 
tion that can be done to humanity. 
Short time credits on consumable com- 
modities would only stave off this evil 
day. They must be long time invest- 
ments of that character of enterprise 
that will build up these standards. 

We have so far but little financial 
machinery and but little personnel in 
the United States devoted to such pur- 
pose, nor can we upbuild this necessary 
link in our new economic chain until 
our government is prepared to give 
protection and support to Americans in- 
terested in the development of American 
enterprise abroad. 

Now, it is far better that these prob- 
lems be solved by the processes of busi- 
ness and the individual initiative of 
man, than that they be attempted by our 
government. The resort to direct loans by 
our government to foreign governments 
in the intent of promoting commerce, 
can lead only to a dozen vicious ends. 
In such loans a great nation such as 
ours can not exact a higher rate from 
the government to which such moneys 
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are loaned than our government must 


ay. 
: We could not enter upon investment 
banking through the government, and 
under these circumstances foreign mer- 
chants and foreign manufacturers re- 
ceiving such loans from their govern- 
ments, the money originating in the 
United States, will receive their capital 
at lower rates than our own citizens. 
Our government would be subject to 
every political pressure that desperate 
foreign statesmen can invent, and their 
groups of nationals in our borders would 
clamor at the halls of Congress for 
special favors to their mother countries. 
Now, direct loans from our govern- 
ment to foreign governments are a dif- 
ferent process than loans from our 


i government to our merchants or upon our 


merchants’ guarantees. Such is the 
basis of the War Finance Corporation. 
And, indeed, the process of that corpora- 
tion does forefend us from many of 
these difficulties. 

These loans, however, are in the main 
temporary loans. They are not loans, in 
reproductive expenditures. And I do 
not wish to say that the War Finance 
Corporation should not in the last re- 
sort possibly be revised but every ave- 
nue of private initiative should be 
exhausted before this is attempted. 

Every argument as to the processes 
by which this vicious circle in which we 
are enveloped shall be broken, to my 
mind comes back to the one conclusion, 
that we must set up the machinery, the 
personnel by which our export surplus 
ca be reinvested in productive enter- 
prise outside our borders. 


Economic Statesmanship 
Needed 


The world is not alone in need of 
credit machiriery. It is in need of some 
economic statesmanship. Before the 
foundation for economic recovery can 
be laid, we must have peace. The Ger- 
man indemnity must be definitely fixed 
at an intelligent sum that will enable 
Germany’s return to production and to 
commerce. Livable conditions must be 
settled with Russia. There can be no 
recovery in this world so long as hun- 
dreds of millions of people are not en- 
gaged in productive enterprise. 

I hope this meeting will result in the 
purpose for which you have assembled. 
It will be a milestone in the development 
of organized cooperation between our 
banks, our business men, our farmers 
and our workmen. 

During the last twenty-five years we 
have seen the extraordinary growth of 
great national associations, covering our 
entire country, representing the special 
economic interests of different classes, of 
the banks, the merchants, the employers, 
the workmen, the farmers, and if these 
powerful national organizations are to 
develop their claim for special favor 
in the community into a great conflict 
with each other, then the whole fabric 
of our national life has gone by the 
board. If, on the other hand, there 
develops out of this meeting a great 
Practical step in cooperation between 
these powerful groups, we will have 


laid the foundation of a new economic 
era, we will have solved the ills of our 
economic system of the last century in 
the only fashion that democracy can 
solve its troubles, and that is by the 
initiative of the individual and by the 
sense of service to the community as a 
whole. 


Later in the afternoon, at the 
suggestion of Mr. Bedford, Mr. 
Hoover spoke on necessary relief 
work in Europe and made an ef- 
fective appeal for the children there. 


Mr. Redfield’s Address 


William C. Redfield, president of 
the American Manufacturers Ex- 
port Association and formerly Sec- 
retary of Commerce, in addressing 
the meeting, said in part: 


Being in thorough accord with all 
who have spoken today from the stand- 
point of the banker and the adminis- 
trator, I want to talk to you very briefly 
on this theme from the point of view of 
the manufacturer and the expert sales- 
man all around the world, and on one 
rather narrow phase of the subject, nar- 
row it may seem to vou, and yet the 
broadest feature of it, I am sure, in 
its final working out. 

Within the last two months two large 
concerns, one in New Zealand and the 
other in Australia, have received orders 
from home to buy no American goods 
at any price whatever. At the same 
time, in the same period, two large 
shipments of American goods into south- 
eastern Asia have not only been returned 
in full, unaccepted, but they have been 
so returned accompanied by the knowl- 
edge that American business in those 
two particular respects was from that 
time forward destroyed. 

Taking those actual examples from the 
last sixty days as a brief text, let us 
look at this proposition from the stand- 
point of the exporter, the manufacturer, 
and the salesman in the foreign field. 
We start, you and I, from Liverpool, 
and .we are going around the world 
back home selling English products. We 
don’t know very much about the fact, 
you and I, that Great Britain still has 
fifteen billions invested in productive 
investments throughout the world. We 
quite ignore those figures. But we know 
this, that in every seaport till we get 
home we shall talk with men who not 
only understand our national language, 
but our commercial speech. They all 
know what our standards are. They all 
know what our habits of thought are. 
They all know why certain machinery 
is made heavy. They all know why 
certain speeds are made slow. They all 
know why certain engines are not en- 
closed. They all know all that we know 
before we reach them, because they and 
we have been brought up in the same 
school, and they have the will to pur- 
chase at home, and we represent home. 

If you think I in any degree exagger- 
ate the power of that feeling, try it. 
I have tried it in most of the world’s 
large seaports. Try it and feel what 


the tremendous pull is of English capital 
operating abroad in favor of English 
industry. 

It is true, as Mr. Hoover has justly 
said, that this condition arose out of the 
general world state of about 1860, but 
had it originated out of the wisdom of 
Englishmen who were playing the long 
game for their country’s eternal future, 
it would have been a great stroke of 
business genius. For everywhere, here 
in Chicago, in San Francisco, in New 
York, and everywhere around the globe 
where you can go by rail or by steam, 
the English house is located with its 
headquarters in London. 

Everywhere you go to sell those goods, 
this wide world round, your competitors 
are entrenched in the fact of owner- 
ship. The difficulty with us, as a manu- 
facturer—and I have known it from 
long experience—is not in our lack of 
competing power. That is an insult to 
our intelligence of the common facts 
of the day. Before the war we had 
no banks of any account abroad. All 
our drafts went out through banks 
owned by our competing countries, and 
all of them, of course, that were impor- 
tant, were duly noted and reported to 
their home countries. We were doing 
business for the benefit, in part at least, 
so far as knowledge of the facts went, 
of our competitors everywhere. We did 
a great trade without the tools of trade. 
And yet America is wanted. I have in 
this room a letter from an American 
manufacturer who was induced to go 
out into the Far East, and there was 
met by a man who could introduce him 
as he ought to have been introduced, 
and who in the very few years inter- 
vening has sold thirty million dollars’ 
worth of machinery, and is now ship- 
ping it at the rate of one million dollars 
a month out there. 


Vision and Courage 


There is no limit to the world that 
opens before us if we have got the 
vision and the courage to do a very 
simple thing, and that is: Put American 
money into American owned and Amer- 
ican run and American controlled in- 
dustries and institutions all around the 
globe. 

It is nothing new that is here pro- 
posed. It is old. It is only new to us, 
for we as yet are in the infancy of our 
export trade. We have barely found 
ourselves, and realize that we can if we 
choose. And the question is here now, 
today: Do we choose to do the thing 
we found we can do if we will? It is 
a question of American courage, not of 
American power with us here today, and 
of American wisdom in applying her 
courage to a great and fruitful work. 

We have got to deal, after the present 
emergency, with a permanent situation. 
Perhaps today, to help the food go for- 
ward and the materials for clothing that 
the world needs, perhaps those things 
are now to be done. But not for long, 
let us Rope, because if that is all that 
is done, we shall have failed. For the 
ultimate purpose must be, unless we are 
to wither and become a distinctly sec- 
ond-rate nation, as we will, maybe, if 
we are second-rate in courage and vision, 
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regardless of our size and wealth, that 
unless we can step further than financing 
current transactions, unless we pass be- 
yond the merchandising stage and be- 
come constructive, till the American flag 
is known as that which builds up to 
stay, all around the globe—unless we do 
that, we shall come short of our high 
privilege. 

Opportunity knocks at our door, but 
she is a fickle goddess, and often knocks 
but once. 

This great corporation will need the 
combined brains of many sorts of men. 
It will need brains to see that the two 
American shipments of which I spoke 
to you, and which resulted in the de- 
struction of that trade, should never 
have been financed at home, because it 
should have been known how far those 
shipments complied with the orders of 
the person ordering. We have got also 
to translate ourselves hence to yonder 
in thought, dealing with the men yonder 
as they wish us to deal with them; 
sell them not that which we wish to 
sell, but that which they need to buy, 
in the way they want to buy it, and 
not seek to impose American ideas upon 
the world, but accept in a large way the 
thoughts of other men whom we would 
serve for their own good as well as for 
our good. And in so doing we shall 
but be doing what was done to us, 
for every great railroad, or most of 
them at least, in our central west was 
in some considerable part financed by 
foreign capital. 

Now, finally, there are certain coun- 
tries in the world where America can 
go and receive official welcome, and 
where it is almost true to say that no- 
body else can go. There are certain 
lands where we are wanted because we 
are Americans, because we are known 
to have no territorial ambitions, and 
because we are known to be a free 
people, seeking not to interfere with 
the freedom of others. We have the 
opportunity, if we can see it. But we 
cannot feel it in a little way, and we 
cannot see it with small vision. We 
have got to forget the past which has 
led us thus far along the way in Amer- 
ica too much with limited local horizons, 
and build up that which would make 
us proud to walk abroad: the thought 
of America as a great constructive 
force among the nations and peoples of 
the world. 


Speaks for the Farmers 


The interest of the farmers in a 
plan such as contemplated and their 
readiness to cooperate in effective 
and fairly managed financial ma- 
chinery to export our surplus prod- 
uce was trenchantly expressed by 
J. R. Howard of Clemons, Iowa, 
president of the American Farm 
Bureau Federation. 

“We claim, as farmers,” He said, 
“that we have a right, after having 
produced farm products, to market 
them in an orderly way and accord- 
ing to the consumptive needs. 
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“This proposed corporation, as I 
understand it, will help us do that 
very thing. It will help the even 
flow of our farm products from the 
farm through the markets of the 
world. If it will do that, I am sure 
we are for it. We want to get ac- 
quainted with you, and get ac- 
quainted with your plan, and we 
hope that as a result of it we may 
work out some plan which will be 
of mutual advantage to both.” 

Julius H. Barnes, former head of 
the United States Grain Corpora- 
tion, spoke on the necessity of pri- 
vate business of financing our 
foreign trade. 


Challenge to America 


“This project has appealed to us 
with particular interest,” he said, 
“because in it, it would seem to me, 
lies the challenge, and the contrast 
between the American method of 
solving a problem by American in- 
itiative, ingenuity and resourceful- 
ness, and that of looking to the 
national government, which has be- 
come too much of a habit, I am 
afraid, with our people. Certainly 
nothing in the recent record, or very 
little, encourages us to believe that 
national or state legislatures are 
going to help materially in solving 
these great economic problems that 
press in the present distress.” 

Mr. Barnes said, with reference 
to the proposed corporation, that 
“this agency, established as I hope 
it will be to facilitate trade abroad, 
must bear itself on broader lines 
than mere banking, and that it has 
a right to require, if it is to facilitate 
the furnishing of raw material and 
commodities to consuming coun- 
tries, that government agencies re- 
tire from trade and allow private, 
experienced merchant judgment to 
establish the price level and the 
methods.” He continued: 

“Tt seems to me also that there is 
another broad principle that such 
an agency, which by its very size 
and influence attains a semi-official 
status, can well use: that if it in- 
sists that its capital stock be sub- 
scribed without any pledge, actual 
or implied, it shall stipulate that its 
policy shall be directed by experi- 
ence and ability solely, uninfluenced 
by political or investment or sec- 
tional pressure. 

“Tf this institution is set up 
clearly with that end in view, it may 
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well develop a great, broad nationa| 
team play with government agencies 
—a team play which we most sadly 
lack today between our executive 
departments and private business, 
Therefore, I lay before you my ap. 
peal to carry forward this project 
on broad national lines, determined 
to make it a great national influence 
to effect an improvement of the in. 
dustrial status of this country, and 
also on broad lines that will estab- 
lish a great national team play as 
well, and it can do it.” 

Edward N. Hurley, former chair- 
man of the United States Shipping 
Board, speaking in behalf of the 
Illinois Manufacturers Association, 
stated that that association was 
ready to undertake the underwriting 
of $500,000 of the debentures of the 
corporation with the hope that it 
might: get one or two million dol- 
lars. 

Eugene Meyer, Jr., former head 
of the War Finance Corporation, 
said that the formation of the cor- 
poration under consideration, “upon 
which I hope you will act in an ef- 
fective way, is the kind of action in | 
concrete form that the War Finance 
Corporation looked forward to and 
tried to encourage.” Mr. Meyer 
spoke of the attitude of the War 
Finance Corporation and of the 
necessity, in his view, of the re- 
sumption of its activity, stating that 
it should be used temporarily until 
the proposed foreign trade financing 
organization and other similar or- 
ganizations can function. The last 
speakers of the afternoon were C. 
G. McDougal of Stuttgart, Ark., 
who referred to present serious con- 
ditions in the rice trade, and A. H. 
Vogel, vice-president of the Pfister 
& Vogel Leather Company of Mil- 
waukee, who said that the Federal 
reserve system has helped the 
farmer. 


Mr. Kent’s Address 


At the concluding session, held on 
the morning of the 11th, the com- 
mittee reports were presented and 
adopted and the fund for under- 
writing the organization expenses 
of the corporation subscribed. The 
two speakers of the session were 
Fred I. Kent, vice-president of the 
Bankers Trust Company, New 
York City, and Richard S. Hawes, 
senior vice-president of the First 
National Bank in St. Louis and 
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President of the American Bankers 
Association from October, 1919, to 
October, 1920. Mr. Kent said in 


part : 


Today the commercial and financial 
world is confronted with a unique and 
dificult situation, which must be met 
with courage and intelligence, or a 
period of intense suffering is certain to 
ensue. The fact that the United States 
dollar is at a premium throughout the 
world, or, to be more explicit, the under- 
lying causes for such fact, is at the bot- 
tom of our trouble in so far as it is 
economical, even as the depreciated ex- 
changes of other countries, or again 
more properly speaking, the causes for 
such depreciation furnish the root of 
their trying economical difficulties. 

Through a study of the effect of the 
deranged foreign exchanges we may be 
able to find a means to correct the 
causes. 

The principal and most disastrous 
effect lies in the brake put upon the dis- 
tribution of the world’s products, as it is 
this stagnation in distribution which 
throws commodities upon markets which 
cannot absorb them, resulting in the 
falling of prices at a dangerous speed 
and the consequent enforced idleness 
of labor. 


Credit Needs 


Many countries which before the war 
shipped their products to European 


countries are unable to do so today, as 
they cannot sell on long time credit, so 


they naturally turn to the United States, 
where they can sell for cash. As a 
result commodities have piled up here 
for which there is no market, until the 
exporting countries in many cases where 
they have been buying from us have 
nothing marketable to send us with 
which to pay for their imports. We 
find ourselves therefore, with a huge ex- 
port trade that is only being paid for in 
part by a large portion of the world, 
and that is fast nearing a point where 
it will be cut drastically to essentials, 
unless the great buying power of Europe 
is restored. Such restoration can only 
come over an extended period, during 
which raw materials must go forward 
in a steady stream, partly against long 
time credits. Foodstuffs must be fur- 
nished also, but except where shipped 
by relief organizations they should 
largely be paid for promptly as they 
go into immediate consumption. 
Weare, therefore, brought face to face 
with the question as to how we can best 
extend long time credits to Europe on a 
basis that will enable her to reconstruct 
her industries, and to other countries of 
the world to enable them in turn to make 
advances to Europe for goods which 
they can furnish. We can now organize 
under our laws a form of corporation 
that has powers intended to meet this 
very situation. Under the authority of 
the Edge Act, in addition to the estab- 
lishment of long time credits, exporta- 
tions by foreign countries can be fur- 
thered, as well as exports from the 
United States. All of these operations 
are necessary to solve the present world 


problem. If we go along with only our 
present facilities for foreign trade, we 
can expect a backing up of our exports, 
with a resultant competition in domestic 
markets of all classes of commodities 
and manufactures so affected. The stag- 
nation in commodities now prevalent 
will grow worse, and the bottom will 
be reached only after many losses have 
been made and much suffering has been 
endured. 

Let us see what such a corporation 
could accomplish. Its greatest power 
not common to commercial banks would 
be its ability to use its machinery so as 
to effect exports against future payments 
covering several years, if necessary. Is 
not this exactly what is required to en- 
able all foreign trade to work toward 
a normal basis? There is no question 
but that such facility is the principal 
requirement of the moment. Europe 
must have time to turn raw materials 
into finished goods for export, and the 
world must have time to get over its 
madness and admit the integrity of the 
obligations of man to man. It is only 
this latter necessity which makes it diffi- 
cult to meet the first requirement. The 
proposed corporation could take care 
of the raw material finished product 
proposition without the slightest friction 
if honesty of purpose prevailed generally 
throughout the nations, even though ex- 
tra time over that ordinarily required 
for such financing would be needed be- 
cause of domestic absofption of a por- 
tion of the production which would not 
create foreign exchange. While there 
is no doubt whatever but that the cor- 
poration would have the power to largely 
meet the needs of the hour in so far as 
they have to do with long time financing 
of foreign trade, yet practically its de- 
velopment would of necessity be very 
slow. Its management would have to 
so build up its portfolio of foreign in- 
vestments that combined they would rep- 
resent an undoubted collateral when 
placed back of the debentures of the 
corporation. Only through the exercise 
of most careful judgment, patiently ap- 


plied, could it hope to succeed in such, 


an undertaking with world conditions 
as they exist today. As the operative 
power of the corporation would be lim- 
ited to its capital and foreign deposits, 
except as it was able to sell its deben- 
tures, the management would have to 
place long time credits with the utmost 
caution, for otherwise its debentures 
would have no market and its business 
would be seriously curtailed. 

While this method of operating would 
be a great protection to the stockholders, 
yet it would mean slow procedure. Of 
course the corporation would have the 
whole world for a field, but it would 
have to confine its business to countries 
without dangerous: Bolshevik tendencies 
in order to succeed. This very fact in 
an institution of such magnitude should 
exert a strong moral force on countries 
with radical tendencies and serve to 
back up the honorable men in such na- 
tions in their fight for the establishment 
of integrity of purpose. 

Every operation of the corporation 
should result in furthering the distribu- 
tion of goods, no matter in what part 
of the world it was undertaken. This 


would relieve manufacturers, producers 
and bankers. Stagnant markets would 
become more active, and funds now tied 
up in carrying goods would become 
liquid. If, however, those who subscribe 
to the capital of the corporation do so 
because they expect quick action of this 
sort, they are certain to be disappointed. 
Again, if such subscribers expect in 
every case a direct effect upon their own 
business, whatever it may be, they will 
also find that the activities of this form 
of organization often cannot work that 
way. While this does not to the slightest 
degree lessen the value of the corpora- 
tion, yet those going into it should 
clearly understand the facts. All stock- 
holders will profit indirectly from such 
bettering of general conditions as will 
ensue, and from such dividends as they 
may receive, and many will find that 
the particular commodities or manufac- 
tures in which they are interested will 
be directly benefited, but in an organiza- 
tion of this kind under existing condi- 
tions safety of operation will be a first 
requirement, and foreign credits can 
only be extended where the nature of the 
security warrants. Within such limits 
stockholders might in justice expect di- 
rect benefits, but the management of the 
corporation would have to be absolutely 
free to itself determine as to the desir- 
ability of such securities as might be 
brought before it. If managed conserva- 
tively and properly, such a corporation 
will positively prevent conditions from 
getting as difficult as they otherwise may, 
and when the turn has come and a 
healthier moral attitude prevails in the 
world, it will be able to operate more 
freely and with tremendous effectiveness. 

The scope and possibilities of such a 
corporation properly managed are enor- 
mous and the variety of operations 
which it could legitimately undertake 
without competing in any way with 
existing banks is far greater than is 
generally understood. 

If the proposed corporation is or- 
ganized at once, it can take advantage 
of every opportunity to operate safely 
while establishing its intelligence agen- 
cies where needed in foreign countries. 
It will then be ready to act certainly 
and surely without loss of time upon 
the first sign of the return of sanity 
among the sorely distraught nations of 
Europe. It is impossible to estimate 
the value to the world and to our own 
country of such readiness to meet the 
requirements of convalescent industry. 


Mr. Hawes’ Address 


The time for talking is past and the 
moment for action is here. This vision 
of bigger things and greater things for 
America and American industry and 
finance was conceived in our Associa- 
tion some eighteen months ago, and 
since that time Mr. McHugh and his 
committee have addressed themselves 
vigorously to finishing the rough sketch 
which was made at that time and bring- 
ing before a conference of American 
citizens, such as this, a real plan which 
would develop, we think, a substantial 
foundation for our foreign trade and 
at the same time encourage the domestic 
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trade and fill the gaps which now appear 
in the situation. 

We must, if we are men interested 
in America, in its future and its develop- 
ment, put our shoulder to the wheel, 
man for man and woman for woman, 
and put over a project l’ke this which 
means success to not only us men of 
finance, us men of industry, but to the 
farmer and to the laborer and clear 
on down through every strata of life. 
It is of the utmost importance to take 
action at this time and to bring out a 
forceful plan. 

The thing to do now, it seems to me, 
is to plan a vigorous propaganda of 
education in America. In every county, 
in every district and in every precinct 
we should have men representing this 
organization, not only to place the stock, 
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but in the future to develop its sale of 
debentures, and it seems to me we might 
even enlist the labor unions in the move- 
ment. They have large funds on hand, 
large surpluses in-their hands, and the 
investment of those funds in this move- 
ment would bring them closer in touch 
with the financing of industry in this 
country. 

I believe it is now time for action, 
Mr. Chairman, and not for talk, and I 
believe that this great organization of 
men, representing as they do the great 
industries of the country, representing 
as they do the financial organizations 
of this country, will go on record in 
no feeble terms in approval of this plan, 
and that they will not go away from 
this meeting having merely said their 
“Aye” and then forgetting all about it. 
I believe that they will, each one indi- 


Forty-Seventh Annual Convention 
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vidually and also collectively, put their 
force behind the inaugurators of this 
corporation and see it carried through to 
a successful issue. 


The conference, after a vote of 
thanks, moved by J. A. Latta, vice. 
president of the Northwestern Na. 
tional Bank, Mineapolis, Minn., to 
Mr. McHugh, his associates on the 
Committee on Commerce and Ma- 
rine, the officers of the’ American 
Bankers Association and the speak- 
ers, adjourned, on motion of Clay 
H. Hollister, president of the Old 
National Bank, Grand Rapids, 
Mich., with the singing of “Amer- 
ica.” 


‘ LOS ANGELES IN OCTOBER 


HE Forty-Seventh Annual Convention of the American Bankers Association will be held at Los Angeles 
during the week beginning October 2, 1921. Through its activities during the past year the leadership 
of the Association has become more fully recognized than ever before in financial and economic affairs, 
not only in the United States of America but throughout the world. The present year promises still greater 
achievements, which will be reflected in the Los Angeles Convention. Plans are already being made to secure 
representative speakers to discuss vital questions of the times, and the reports of Association Commissions and 
Committees will be of exceptional interest. The Economic Policy Commission is making a survey of world 
conditions and will make to the Convention a report of unusual importance. The Public Relations Commission 
is systematically endeavoring to establish closer relationship between banks and the public, and the results of its 
The Agricul- 
The 


Committee on Public Education has already done much to introduce elementary banking education in public 


endeavors will be of tangible benefit not only to American banks but to the American people. 
tural Commission is making satisfactory progress in helping to solve the problems of American farmers. 
schools and will do more. The Federal and State Legislative Committees are taking an active part in legis- 
lation proposed in Congress and the various state legislatures, and while many laws will doubtless be intro- 
duced of uneconomic character, the indications are that on the whole the enactments of the present year will be 
beneficial rather than injurious to the hundred million inhabitants of the nation. The various divisions and 
sections of the Association are all working. ably and harmoniously, and their sessions at Los Angeles will demon- 
strate the best principles and practices in their, respective fields. Never in the history of the American Bankers 
Association has there been such opportunity for constructive work, and never in the history of the Association 
has such work been more conscientiously and efficiently performed. Under such conditions the Forty-Seventh 


Annual Convention of the Association will undoubtedly be an event of extraordinary interest and importance. 


4 
nu 
tro 

ba 
be 
pr 

a ¢ 

wi 
int 
rie 

Ce 

an 

cil 
cl 

in 

ch 

we 
tio 
( 

mi 
rej 

Zl 
Co 

se 
fol 

Si 
the 
the 
the 

: re 
the 
sis 

po 

to 
int 
rec 

to 
Sal 
the 

da 

sO 

te 
the 
ag 
the 
ing 
loy 

T 
De 
cer 
mi 
| 


Federal Legislation 


Session of the Sixty-Sixth 

Congress on December 6th a 
number of new bills have been in- 
troduced which have relation to the 
banking business and there have 
been some changes in the status of 
previously introduced bills. Below is 
a digest of the subjects of such bills, 
without comment, published for the 
information of members. It is car- 
ried down to December 27th. The 
Committee on Federal Legislation 
and the Federal Legislative Coun- 
cil of the American Bankers Asso- 
ciation keep track of all bills 
introduced in Congress and are 
charged with the duty of taking 
such action as is authorized and 
warranted in favor of or in opposi- 
tion to particular bills. 


S's CE the opening of the Third 


War Finance Corporation 


On December 7, 1920, Mr. Gronna 
of North Dakota, from the Com- 
mittee on Agriculture and Forestry, 
reported Senate Joint Resolution 
212, directing the War Finance 
Corporation and the Federal Re- 
serve Board to take certain action 
for the relief of the present depres- 
sion in the agricultural sections ‘of 
the country. The resolution directs 
the Secretary of the Treasury and 
the War Finance Corporation to 
revive its activities and rehabilitate 
the corporation, with the view of as- 
sisting in the financing of the ex- 
portation of agricultural products 
to foreign markets. As originally 
introduced the resolution also di- 
rected the Federal Reserve Board 
to take such action as may be neces- 
sary to permit the member banks of 
the Federal reserve system, in accor- 
dance with law and consistent with 
sound banking, to grant liberal ex- 
tensions of credit to the farmers of 
the country upon the security of the 
agricultural products now held by 
them by permitting the rediscount- 
ing of notes of extension at the 
lowest possible rate of interest. 
This resolution passed the Senate 
December 11th (Calendar day, De- 
cember 13th). The House Com- 
mittee on Banking and Currency, on 
December 17th, reported the reso- 
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lution with an amendment striking 
out that part which directs the Fed- 
eral Reserve Board to take action 
to permit the member banks to 
grant liberal credits to farmers. The 
House Committee deemed it un- 
wise to encumber the passage of the 
resolution “by including an inef- 
fective clause which will be fruitful 
of controversy and barren of re- 
sults.” On December 18th the res- 
olution was passed by the House 
as reported and on December 20th 
the amendments of the House were 
agreed to by the Senate. 

A number of other resolutions 
have been introduced in Senate and 
House for the purpose of reviving 
the activities of the War Finance 
Corporation ; also directing the Fed- 
eral Reserve Board to provide for 
credit to farmers, which, in view of 
the above, it is unnecessary to enu- 
merate. 


Savings Departments of 
National Banks 


On December 23, 1920, Mr. Cal- 
der of New York introduced S. 4721 
(referred to Committee on Bank- 
ing and Currency) to add a new 
section to the Federal Reserve Act 
to be known as Section 24a to en- 
able national banks, with the per- 
mission of the Federal Reserve 
Board, to establish and operate sav- 
ings departments. In states where 
the laws require a minimum capital 
for a state bank having separate 
commercial, savings and trust de- 
partments, or any two of such de- 
partments, the national bank must 
have the capital required by state 
law of state banks having depart- 
ments such as the national bank 
proposes to establish, as a condition 
of such permission. As a condition 
precedent the national bank, by vote 
of at least three-fourths of its di- 
rectors, must apportion its paid-in 
capital and surplus between such 
departments as it proposes to estab- 
lish in the same proportions as re- 
quired by state law of state banks, 
or in the absence of such require- 
ment, then in such proportions as 
may be fixed by the Federal Reserve 
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Board; but no national bank which 
has or shall hereafter obtain a per- 
mit to exercise fiduciary powers 
shall be required to so segregate its 
capital and surplus unless and until 
it establishes a savings department 
under the provisions of this section, 
provided that with the approval of 
the Federal Reserve Board, a na- 
tional bank may so apportion its 
capital and surplus between its com- 
mercial and trust departments even 
though it has no savings depart- 
ment. Capital and surplus when 
apportioned and all of the assets of 
each department shall be treated as 
the separate capital and surplus and 
assets of such department as if each 
department were a separate bank 
and separate books of account must 
be kept for each department, but 
all departments shall be under the 
control of a single board of directors 
and the same general officers of the 
bank. Subject to the Federal Re- 
serve Board, a national bank which 
shall have established a separate 
savings department shall have power 
to transact through such department 
a general savings bank business, to 
receive savings and other time de- 
posits, pay interest thereon, -invest 
the capital and surplus apportioned 
to and assets of such department in 
such securities as savings banks are 
permitted to invest in under the 
laws of the state where located, use 
such capital, surplus and assets to 
make such loans secured by unen- 
cumbered real estate as state banks, 
savings banks, trust companies or 
other corporations competitive with 
national banks are permitted to 
make under the laws of the state; 
but the aggregate of all loans upon 
real estate, including loans made 
under the provisions of Section 24 
must at no time exceed an amount 
equal to one-half of the deposits of 
such savings department. It is fur- 
ther provided that for each 10 per 
cent. of deposits loaned on real 
estate security, at least 2 per cent. 
of such deposits shall be invested 
in bills of exchange or bankers’ ac- 
ceptances eligible for rediscount or 
purchase by Federal reserve banks. 
A national bank may advertise that 
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it is doing a savings bank business 
and may amend its title to incor- 
porate the word “savings.” No 
national bank having separate de- 
partments can receive in its savings 
department current funds subject to 
check or the deposit of paper for 
collection or exchange purposes or 
receive in any department deposits 
from any other department, except 
that funds deposited or held in the 
trust department awaiting invest- 
ment may, subject to Section 11k 
and regulations, be deposited in the 
commercial or savings department ; 
but nothing contained in the pro- 
posed section is to be construed to 
deprive any national bank of the 
power to make such loans or invest- 
ments as national banks are per- 
mitted to make under any other 
provision of law, nor of the power 
to receive savings or other time de- 
posits and to pay interest thereon, 
except that the Federal Reserve 
Board may in its discretion require 
any national bank to establish and 
operate a separate savings depart- 
ment in accordance with the provi- 
sions of this section and. may 
prohibit any national bank from 
making loans on real estate except 
through a separate savings depart- 
ment. The money and assets of each 
department must be kept solely for 
repayment of depositors of such 
department in full; any balance re- 
maining must be applied ratably to 
other liabilities as provided in Sec- 
tion 5236, Revised Statutes. When 
a national bank increases or dimin- 
ishes its capital, the same must be 
apportioned between the various de- 
partments subject to approval of 
the Federal Reserve Board. Sec- 
tion 19 of the Federal Reserve Act 
is amended by inserting after para- 
graph (c) a new paragraph requir- 
ing every member bank which 
maintains separate departments to 
maintain separate reserve balances 
for each department and to keep the 
total reserves of each department 
separate and whenever the reserve 
balances of any one department fall 
below the required amount, the re- 
serves shall be deemed deficient and 
the department subject to the same 
penalties and taxes as if it were a 
separate bank. The bill amends 
Section 5236 of the United States 
Revised Statutes by the addition of 
a proviso that in distributing the 
assets of a national bank operating 
separate departments, all assets of 
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each department shall be first ap- 
plied in payment of depositors of 
that department and until all such 
depositors are paid in full none of 
the department assets are to be used 
in paying depositors of any other 
department or other creditors; but 
after all depositors of any depart- 
ment are paid in full, any remaining 
assets are to be applied ratably to 
the claims of depositors of other 
departments and other creditors. 


Change in Federal Reserve 
Board and Abolishing 
Comptroller of Currency 


On December 10, 1920, Mr. 
McFadden of Pennsylvania intro- 
duced H. R. 14903 (referred to 
Committee on Banking and Cur- 
rency) to amend Section 10 of the 
Federal Reserve Act. The pro- 
posed amendment would change the 
personnel of the Federal Reserve 
Board and term of appointment and 
abolish the office of the Comptroller 
of the Currency. It excludes the 
Secretary of the Treasury and 
Comptroller of the Currency as ex- 
officio members and provides for a 
seven-year term of membership 
without affecting the terms of the 
present members. It provides that 
at least three members shall be ex- 
perienced in banking; the present 
law provides that two shall be so 
experienced. It changes the present 
law, which calls for appointment by 
the President of a Governor and 
Vice-Governor and makes the Sec- 
retary of the Treasury e.-officio 
chairman of the board, by provi- 
sion that the board itself shall elect 
a chairman and a vice-chairman 
from its membership and that the 
chairman shall be the executive offi- 
cer. Authority is given the Secre- 
tary of the Treasury at request of 
the board to assign vault space, in 
addition to offices in the Treasury 
Department, and power is given the 
board to provide itself with suitable 
vaults and offices in Washington 
and to levy assessments therefor 
upon the Federal reserve banks. In 
case of vacancy the President must 
make an appointment to fill same 
within sixty days. Section 324 of 
the Revised Statutes, creating a 
Bureau of the Comptroller of the 
Currency, is repealed and the pow- 
ers and duties of the Comptroller 
transferred to the Federal Reserve 


January, 1921 


Board, which is annually to make a 
full report of its operations to the 
Speaker of the House of Repre- 
sentatives and no separate annual 
report is to be made on account of 
the operations formerly coming 
within the jurisdiction of the Comp- 
troller. The bill contains detailed 
provisions for carrying into effect 
the transfer of activities from 
Comptroller to Federal Reserve 
Board. 


Excess Discounts Based on 
War Bonds 


Identical bills have been intro- 
duced by Chairman McLean of the 
Senate Banking and Currency Com- 
mittee and Chairman McFadden of 
the House Banking and Currency 
Committee, which have been re- 
ferred to their respective commit- 
tees (S. 4683, December 20th; H. R. 
15301, December 21st), to amend 
Section 11m of the Federal Reserve 
Act by substituting December 31, 
1921, for December 31, 1920, as the 
operative date. The present Section 
l1lm permits up to December 31, 
1920, excess discounts for one bor- 
rower where secured by war obli- 
gations of the Government and 
certificates of indebtedness. On De- 
cember 23d, S. 4683 was reported 
without amendment and passed by 
the Senate. 


‘Equality of Discount Privileges 
Between State and National 
Bank Members 


On December 21st Mr. McFad- 
dent of Pennsylvania introduced 
H. R. 15303 (referred to Committee 
on Banking and Currency), to 
strike out the present proviso in 
paragraph 10 of Section 9 of the 
Federal Reserve Act (prohibiting 
discount for any state bank or trust 
company member of paper of any 
one borrower who is liable for bor- 
rowed money to such state bank or 
trust company in an amount greater 
than 10 per cent. of its capital and 
surplus, etc.) and substitute there- 
for the following: 

“Provided, however, That no 
Federal reserve bank shall be per- 
mitted to discount for any state 
bank or trust company notes, drafts 
or bills of exchange of any one bor- 
rower who is liable for borrowed 
money to such state bank or trust 
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company in an amount greater than 
that which could be borrowed law- 
fully from such state bank or trust 
company were it a national banking 
association.” 


Federal Reserve Bank Interest 
Rate 


On December 6th and 7th iden- 
tical bills were introduced in House 
and Senate by Representative Brand 
and Senator Harris of Georgia (H. 
R. 14480, December 6th; S. 4560, 
December 7th; referred to respec- 
tive Committees on Banking and 
Currency), limiting the rate of in- 
terest chargeable by Federal reserve 
banks to member banks to 5 per 
cent. and making it unlawful to 
charge a greater rate. The Brand 
bill also provides as a penalty for 
violation the forfeiture of principal 
and interest. The Harris bill pro- 
vides no penalty. 


Repeal of Graduated Rates of 
Discount 


On December 22d Mr. McLaugh- 
lin of Nebraska introduced H. R. 
15324 (referred to Committee on 
Banking and Currency) to repeal 
the amendment to Section 14(d) of 
the Federal Reserve Act, approved 
April 13, 1920, under which rates 
of discount established by Federat 
reserve banks, subject to the Fed- 
eral Reserve Board, may be gradu- 
ated or progressed on the basis of 
the amount of the advances and dis- 
count accommodations extended by 
the Federal reserve bank to the bor- 
rowing bank. 


Robbery of Federal Reserve or 
Member Bank 


On December 6th Mr. Dyer of 
Missouri introduced H. R. 14488 
(referred to Committee on Judici- 
ary), to provide that robbery of a 
Federal reserve or member bank 
shall constitute a felony. This is 
identical with Senate bill 2903, in- 
troduced by Senator Gore on Au- 
gust 29, 1919, as reported favorably 
with amendments to the Senate on 
May 4, 1920. 


National Depositors’ Guaranty 
Fund 


On December 13, 1920, Mr. 
McClintic of Kansas introduced 
H.R. 15012 (referred to Committee 
on Banking and Currency), to pro- 
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vide for the creating of a national 
depositors’ guaranty fund in each 
Federal reserve district, to be used 
for the protection of depositors in 
national banks and trust companies, 
and authorizing the Comptroller of 
the Currency to have supervision 
over the same. The bill provides that 
after dividend claims have been met, 
10 per cent. of the net earnings of 
Federal reserve banks each year 
shall be deposited to the credit of the 
national depositors’ guaranty fund, 
subject to be disbursed in paying 
off depositors of defunct banks. 
The Comptroller is directed to levy 
an assessment against the capital 
of each bank of one-half of one per 
cent. of the average daily deposits, 
less public deposits for the pre- 
ceding year, to be kept on deposit 
in the bank assessed or in the Fed- 
eral reserve bank of the district to 
the credit of the fund. New banks 
pay into the fund 2 per cent. of 
their capital, subject to adjustment 
on the basis of deposits. Provision 
is made for increase of assessment 
if necessary, but not to exceed 1 
per cent. of average daily deposits. 
Depositors entitled to protection are 
those individuals or institutions 
only that have money on deposit in 
banks and do not draw or receive in- 
terest from any source for the use 
of same. The bill contains detailed 
provisions to carry out its purposes. 


Purchases of Silver 


On December 23d Mr. Jones of 
Washington introduced S. 4713 (re- 
ferred to Committee on Mines and 
Mining) to amend the Act of April 
23, 1918, by providing that pur- 
chases of silver made under said 
Act shall be delivered at the option 
of the Director of the Mint at 
Seattle, in the state of Washington, 
in addition to New York, Phila- 
delphia, Denver and San Francisco, 
as provided in section 2 of said Act. 


Associations of Producers of 
Agricultural Products 


The bill to authorize producers of 
agricultural products to form asso- 
ciations for the purpose of collect- 
ively preparing for market and mar- 
keting their products (H. R. 13931, 
Mr. Volstead of Minnesota, May 
4, 1920), which passed the House 
May 31, 1920, was passed by the 
Senate on December 15, 1920. All 


469 


but actual farmers and all associa- 
tions not operated for the mutual 
help of their members as such pro- 
ducers are excluded from the bene- 
fits of this legislation. The bill was 
amended in the Senate to substitute 
supervision of such associations by 
the Federal Trade Commission 
rather than by the Secretary of 
Agriculture, and certain other minor 
amendments were made. On De- 
cember 20th conferees were ap- 
pointed on the part of the House. 


Paper Eligible for Discount by 
Federal Reserve Banks 


A bill introduced by Mr. Harris 
of Georgia on December 7th, S. 
4559 (referred to the Committee on 
Banking and Currency) seeks to 
amend Section 13 of the Federal 
Reserve Act so as to make paper 
secured by bonds of the War Fi- 
nance Corporation eligible for dis- 
count by Federal reserve banks for 
member banks. The Dill also 
changes the maturity from six to 
twelve months of eligible paper is- 
sued for agricultural purposes or 
based on live stock. 

On December 7th Mr. Smith of 
Georgia introduced S. 4537 (re- 
ferred to Committee on Banking 
and Currency) to amend Section 13 
by including among the paper eli- 
gible for discount that of cotton 
factors or commission merchants. 

Mr. Hudspeth of Texas, on De- 
cember 16, 1920, introduced H. R. 
15160 (referred to Committee on 
Banking and Currency) to amend 
Section 13 by including as paper 
eligible for discount that of wool 
and cotton factors or of wool and 
cotton commission merchants. 

On December 17th identical bills 
were introduced by Mr. Brand of 
Georgia H. R. 15191 (referred to 
Committee on Banking and Cur- 
rency) and Mr. Smith of Georgia, 
S. 4666 (referred to Committee on 
Banking and Currency) amending 
Section 13 of the Federal Reserve 
Act by including in paper eligible 
for discount notes, drafts and bills 
of exchange of factors secured by 
staple agricultural products. 


Maximum Single Loans of 
Land Banks 
On December 6th Mr. Mc- 
Laughlin of Nebraska introduced 
H. R. 14464 (referred to Committee 
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on Banking and Currency ; identical 
with H. R. 8519 introduced at a 
previous session) amending Section 
12 of the Federal Farm Loan Act 
which provides a maximum loan to 
any one borrower of $10,000 and a 
minimum of $100 by the addition of 
a proviso that where the loan is de- 
sired for the purpose of land for 
agricultural purposes, the loan to 
any one borrower may, in the dis- 
cretion of the Federal Farm Loan 
Board, be made in any sum not to 


exceed $25,000. 


Cattle and Farm Product 
Banks 


On December 10, 1920, Mr. Mc- 
Keown of Qklahoma introduced H. 
R. 14906 (referred to Committee on 
Banking and Currency) to estab- 
lish cattle and farm products banks 
in connection with the Federal farm 
loan banks to carry on the business 
of lending on cattle and agricultural 
products securities and issuing loan 
certificates of indebtedness. The 
banks are to be licensed by the Fed- 
eral Farm Loan Board. The Sec- 
retary of the Treasury is directed to 
deposit in such banks in wheat-pro- 


ducing states the profits of the 


Grain Corporation; also $100,- 
000,000 for the temporary use of 
such banks. 


Time of Retirement of Land 
Bank Bonds 


Identical bills have been intro- 
duced in the Senate and House by 
the respective chairmen of the 
Banking and Currency Committees 
(S. 4664, Mr. McLean of Connec- 
ticut, December 17th; H. R. 15302, 
December 21st, Mr. McFadden of 
Pennsylvania, both referred to the 
respective banking and currency 
committees) to amend the first 
paragraph of Section 20 of the Fed- 
eral Farm Loan Act by providing 
that the bonds provided in the Act 
shall be subject to payment and re- 
tirement at the option of the land 
bank at any time after “the mini- 
mum pegsiod specified in the bonds 
which shall not be longer than ten 
years from the date of their issue.” 
The present law provides that such 
bonds shall be subject to payment 
and retirement at any time after 
five years from the date of their is- 
sue. On December 23d, S. 4664 
was reported without amendment 
and passed by the Senate. 
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Application of Net Earnings 
Federal Reserve Banks 


On December 7th Mr. Sterling of 
South Dakota introduced S. 4562 
(referred to Committee on Bank- 
ing and Currency) to amend Sec- 
tion 7 of the Federal Reserve Act 
by the addition of a provision that 
the Secretary of the Treasury may 
in his discretion use not to exceed 
one hundred million dollars of the 
net earnings of the Federal reserve 
banks derived during 1921 and 1922 
in the purchase of debentures and 
similar obligations of the Federal 
land banks. 


On December 8th Mr. Sterling of 
South Dakota introduced S. 4563 
(referred to Committee on Bank- 
ing and Currency) to amend Sec- 
tions 12, 13 and 32 of the Federal 
Farm Loan Act to enable Federal 
land banks to make loans based on 
staple agricultural products or live 
stock out of funds derived from the 
sale to the Secretary of the Treasury 
of debentures not to exceed one 
hundred million dollars with maxi- 
mum interest rate of 6 per cent. 

On December 8th Mr. Hitchcock 
of Nebraska introduced S. 4575 (re- 
ferred to Committee on Banking 
and Currency) to amend the Fed- 
eral Reserve Act by permitting the 
Secretary of the Treasury in his 
discretion to use not to exceed sixty 
million dollars of the net earnings 
of the Federal reserve banks in any 
one year to purchase debentures and 
similar obligations of the Federal 
land banks; also to amend Sections 
12, 13 and 32 of the Federal Farm 
Loan Act to authorize loans based 
on staple agricultural products or 
live stock out of funds derived from 
the sale of debentures and author- 
izing the issue of such debentures. 

On December 10th Mr. Young of 
North Dakota introduced H. R. 
14904 (referred to Committee on 
Banking and Currency) to amend 
Section 7 of the Federal Reserve 
Act authorizing the Secretary of 
the Treasury to deposit each year 
during 1921 and 1922 not to exceed 
fifty million dollars of the net earn- 
ings of the Federal reserve banks 
for those years in Federal land 
banks at rates of interest equal to 
current rates on Treasury certifi- 
cates, to be used in rediscounting 
cattle loan paper and notes secured 
by live stock. 
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On December 16th (calendar day 
17th) Mr. Hitchcock of Nebraska 
introduced S. 4665 (referred to the 
Committee on Banking and Cur. 
rency) amending Section 7 of the 
Federal Reserve Act to permit the 
Secretary of the Treasury to use 
net earnings derived from Federal 
reserve banks as a special deposit in 
selected Federal reserve banks for a 
period not exceeding one year to 
enable said banks to discount for 
member banks paper issued for 
agricultural purposes or based on 
live stock and having maturity not 
exceeding six months. 

In the House on December 11th 
and December 13th Mr. Tincher of 
Kansas introduced H. J. Resolutions 
406 and 408 (referred to the Com- 
mittee on Banking and Currency) 
and in the Senate on December 11th 
Mr. Sterling of South Dakota intro- 
duced S. J. Res. 222 (referred to 
Committee on Banking and Cur- 
rency ), all authorizing the Secretary 
of the Treasury to use not exceeding 
one hundred million dollars of the 
net earnings of the Federal reserve 
banks’ for the years 1921 and 1922, 
the same to be allotted to the Fed- 
eral land banks for the purpose of 
purchasing paper based on. staple 
agricultural products or live stock. 

On December 23d Mr. Jones of 
Texas introduced H. R. 15347 (re- 
ferred to Committee on Banking 
and Currency) to amend Section 7 
of the Federal Reserve Act so as to 
provide that the net earnings of the 
Federal reserve banks shall, in the 
discretion of the Secretary, be used 
to supplement the gold reserve held 
against outstanding United States 
notes or applied to the reduction of 
outstanding bonded indebtedness, 
but directing the Secretary to use 
fifty million dollars of accumulated 
net earnings heretofore derived and 
in addition one hundred million dol- 
lars of net earnings to be derived 
during 1921 and 1922 to purchase 
debentures or other similar obliga- 
tions issued by the Federal land 
banks. 


Federal Live Stock 
Commission 


On February 20, 1920, the Senate 
Committee on Agriculture and For- 
estry to whom was referred the bills 
(S. 2199 and S. 2202) to stimulate 
the production, sale and distribution 
of live stock and live stock products 
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presented a report accompanied by 
a new bill (S. 3944) to create a 
Federal Live Stock Commission, to 
define its powers and duties and to 
stimulate the production, sale and 
distribution of live stock and live 
stock products. The bill seeks to 
establish for the meat-packing in- 
dustry a degree of public supervi- 
sion comparable to that which is 
exercised over the railroads by the 
Interstate Commerce Commission. 
On December 10th the Senate or- 
dered this bill printed as amended. 


United States Home 
Savings Act 


On December 9, 1920, Mr. Kelly 
of Pennsylvania introduced H. R. 
14855 (referred to Committee on 
the Post Office and Post Roads) to 
increase the utility of the postal 
savings system, to encourage sav- 
ings among the people and to in- 
crease home ownership. The bill 
creates the United States Home 
Savings Board, consisting of five 
Cabinet officers with a superinten- 
dent to take over control of the Pos- 
tal Savings System. It removes all 
limits on the amount of deposits and 
provides that certificates of deposit 
be issued. Deposits, except a work- 
ing reserve, are to be invested in 
Government securities and in loans 
on home property. 


Taxation of Bank Deposits 


On December 17th Mr. Treadway 
of Massachusetts introduced H. R. 
15188 (referred to the Committee 
on Ways and Means) requiring 
every national bank, trust company, 
private banker, broker, institution, 
firm or corporation receiving mon- 
eys on deposit subject to withdrawal 
by check, cash or other method, ex- 
cept mutual savings banks, cooper- 
ative building and loan associations 
and similar associations, to pay 
monthly to the Collector of Internal 
Revenue of the district where lo- 
cated, a tax of one-quarter of 1 per 
cent. upon all moneys deposited by 
depositors to their credit. The tax is 
to be charged by the institution re- 
ceiving the same to the depositor 
and proper record thereof made on 
the books of the bank and voucher 
given to the depositor at the time 
the deposit is made. 


Sales Tax 


On December 11th Mr. Mott of 
New York introduced H. R. 14956 
(referred to Committee on Ways 
and Means) to amend the Revenue 
Act of 1918 and to establish a gen- 
eral sales tax in lieu of the war- 
profits and excess-profits taxes, the 
tax on non-alcoholic beverages, on 
admissions and the excise taxes. 


Exemption of Victory and 
Liberty Bonds 


On December 6th Mr. Osborne of 
California introduced H. R. 14468 
(referred to Committee on Ways 
and Means) which provides that all 
United States Government bonds 
constituting the series commonly 
known as Liberty and Victory 
Bonds heretofore and subsequently 
to April 6, 1917, issued to further 
the prosecution of the World War 
shall hereafter be exempt from tax- 
ation. 


Encouragement of Investment 
in Real Estate Mortgages 


On December 6th Mr. Hutchin- 
son of New Jersey introduced H. R. 
14473 (referred to Committee on 
Ways and Means) to relieve hous- 
ing conditions by the encourage- 
ment of investments in real estate 
mortgages. It amends the Revenue 
Act so as to exempt from taxation 
interest derived from investments in 
mortgages on apartinent houses and 
private dwellings used as homes, 
provided the amount of the mort- 
gage shall not exceed $50,000 and is 
duly recorded. 


Relief of Taxpayers 


On December 15, 1920, Mr. Ed- 
monds of Pennsylvania introduced 
H. J. Res. 415 (referred to Com- 
mittee on Ways and Means) which 
as favorably reported to the House 
by the Committee on December 
18th, provides that all penalties for 
nonpayment of tax, excepting in- 
terest, due on December 15, 1920, 
shall be suspended for a period of 
sixty days and shall be enforceable 
as of February 15, 1921. 

On December 7th and 8th iden- 
tical bills were introduced in Senate 
and House by Mr. Gay and Mr. 
Martin of Louisiana (S. 4538 re- 


ferred to Committee on Finance; 
H. R. 14756 referred to Committee 
on Ways and Means) providing that 
the fourth instalment of taxes other- 
wise payable December 15, 1920, 
shall be payable in five monthly in- 
stalments beginning December 15th. 

In the House on December 7th 
Mr. Ackerman of New Jersey intro- 
duced H. Concurrent Resolution 
No. 64 (referred to Committee on 
Ways and Means) making it law- 
ful for individuals, firms, associa- 
tions and corporations when filing 
their income-tax returns for 1920 to 
plead as an abatement, all taxes paid 
during said year and include same 
as an item of expense to be deducted 
from the total of their assessibles. 

On December 8th Mr. Overman 
of North Carolina introduced Sen- 
ate J. Res. 219 extending the pro- 
visions contained in Section 214 (a) 
(12) and 234 (a) (14) for readjust- 
ment of inventories and recomputa- 
tion of taxes for subsequent years 
and extending the provisions of 
Section 204 (b) to apply to the net 
losses sustained by taxpayers during 
any taxable year subsequent to Jan- 
uary 1, 1920. 

In the *House on December 8, 
1920, Mr. Burroughs of New 
Hampshire introduced H. R. 14761 
(referred to Committee on Ways 
and Means) to amend Section 204 
(b) Section 214 (a) (12) and Sec- 
tion 234 (a) (14) for the relief of 
taxpayers. 


Resolutions for Investigations 


In the House on December 7, 
1920, Mr. Steenerson of Minnesota 
introduced House Resolution 605 
(referred to Committee on Judici- 
ary) directing investigation by the 
Federal Trade Commission of the 
activities of foreign governments in 
the grain trade of the United States, 
especially the buying, selling and 
exporting of wheat, the influence 
upon prices and whether the anti- 
trust laws have been violated. 

On December 8th Mr. Strong of 
Kansas introduced House Resolu- 
tion 607 (referred to the Committee 
on Rules) directing the Banking and 
Currency Committee to investigate 
the restriction of credit to agricul- 
tural producers and to report prac- 
ticable legislation to the House. 

On December 13th Mr. Lampert 
of Wisconsin introduced House 
Resolution 612 (referred to the 
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Committee on Interstate and For- 
eign Commerce) directing the Fed- 
eral Trade Commission to make a 
‘survey of all coal-bearing lands in 
the United States and its posses- 
sions, to ascertain the present value 
and make report to the House not 
later than December 1, 1921, with a 
view to Government ownership. 

On December 21st Mr. Schall of 
Minnesota introduced House Reso- 
lution 623 (referred to the Com- 
mittee on Rules) instructing the 
Committee on Agriculture to inves- 
tigate the conduct of officers of the 
Federal reserve banks and Federal 
Reserve Board with relation to the 
extension or withdrawal of credit 
as the same affects prices of agricul- 
tural products and live stock. 


Statute of Limitation on 
Federal Offenses 


On December 11th Mr. Mason of 
Illinois introduced H. R. 14957 (re- 
ferred to Committee on Judiciary) 
amending Section 1044 U. S. Re- 
vised Statutes by extending the stat- 
ute of limitations for the prosecution 
of Federal offenses, mot capital, 
from three to seven years. 


Presumption that War Ended 


In the House on December 6th 
Mr. Volstead of Minnesota intro- 
duced H. J. Res. 382 (which was 
passed by the House on December 
13th) declaring that certain acts of 


HAIRMAN Paul M. War- 
C burg has called a meeting 

of the Economic Policy Com- 
mission of the American Bankers 
Association at the general offices of 
the Association in New York, Jan- 
uary 19th. 

The functions of this commission 
are to give consideration to all ques- 
tions involving money and currency, 
public finance and the economic pol- 
icy of the government; including 
Federal taxation and all other mat- 
ters consideration of which is not 
delegated specifically to other com- 
missions or committees of the As- 
sociation ; and to assist the Associa- 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


Congress, joint resolutions and 
proclamations shall be construed as 
if the war had ended on the date the 
resolution becomes effective. There 
is excepted from the operation and 
effect of the Resolution (1) Title 2 
of the Food Control and District of 
Columbia Rents Act; (2) the Trad- 
ing with the Enemy Act; (3) the 
First, Second, Third and Fourth Lib- 
erty Bond Acts, the Supplement to 
the Second Liberty Bond Act and 
the Victory Liberty Loan Act; (4) 
Titles 1 and 3 of the War Finance 
Corporation Act; (5) the Act to 
prevent in time of war departure 
from and entry into the United 
States contrary to the public safety ; 
(6) the proclamations issued under 
the authority conferred by the ex- 
cepted acts. 

On December 14th the Resolution 
was referred to the Senate Com- 
mittee on Judiciary. 


Settlement of Loans to 
Foreign Governments 


.On December 10, 1920, Mr. Mc- 
Kellar of Tennessee introduced S. 
J. Res. 221 (referred to Committee 
on Finance) instructing the Secre- 
tary of the Treasury to secure from 
the several foreign governments to 
which money was loaned during the 
war, long-time interest-bearing 
bonds of such governments, bear- 
ing semi-annual interest not less 
than 5 per cent. The resolution in- 
structs him to secure interest-bear- 


Economic Policy Commission 


tion to determine its policy in all 
such matters by reporting the find- 
ings and recommendations of the 
commission to the Administrative 
Committee, the Executive Council 
or the General Convention. 

The members of the Economic 
Policy Commission, in addition to 
Chairman Warburg, are Walter W. 
Head, president Omaha National 
Bank, Omaha, Nebr.; W. H. Rob- 
inson, president First National 
Bank, Los Angeles, Calif. ; Charles 
A. Hinsch, president Fifth-Third 
National Bank, Cincinnati, Ohio; 
A. E, Adams, president Dollar Sav- 
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ing bonds for past due interest and 
future interest up to November 15, 
1921, and that these bonds be segre. 
gated and may be used, if so deter. 
mined, as a fund, to pay soldiers, 
sailors and marines. The resolution 
further provides that no steps shall 
be taken at the present time in refer. 
ence to any sums loaned to Russia 
and that on and after November 15, 
1921, the collection of regular in. 
terest on the bonds should be re. 
quired. 


Other Bills 


The subjects of other bills intro- 
duced are: 

To encourage and promote the 
American Merchant Marine by re- 
quiring the Shipping Board to 
charter government owned ships to 
responsible parties. H. R. 15189, 
Mr. Hulings of Pennsylvania, De- 
cember 17, 1920 (referred to Com- 
mittee on Merchant Marine and 
Fisheries). 

To amend the Bankruptcy Act by 
allowing bankrupts whose time for 
so doing has expired, to file applica- 
tion for discharge within one year 
after the passage of the bill. H.R. 
15276, Mr. Volstead of Minnesota, 
December 20, 1920 (referred to 
Committee on Judiciary). 

To provide for the formation of 
corporations for the purpose of 
carrying on trade or engaging in 
any lawful enterprise in China. S. 
4549, Mr. Jones of Washington, 
December 7, 1920 (referred to Com- 
mittee on Judiciary). 


ings & Trust Company, Youngs- 
town, Ohio; Evans Woollen, 
president Fletcher Savings & Trust 
Company, Indianapolis, Ind.; Geo. 
E. Roberts, vice-president National 
City Bank, New York City; A. L. 
Aiken, president National Shawmut 
Bank, Boston, Mass.; R. S. Hecht, 
president Hibernia Bank & Trust 
Company, New Orleans, La.; M. A. 
Traylor, president First Trust & 
Savings Bank, Chicago, IIl.; John 
W. Staley, president Peoples State 
Bank, Detroit, Mich., and Waldo 
Newcomer, president National Ex- 
change Bank, Baltimore, Md. 
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Fiduciary Accounting 


A Plea for Changed Accounting Methods 
in the Trust Department 


By E. P. VOLLERTSEN 


Vice-President, Union Trust Company, Rochester, N. Y. 


[Note: It is not always true that 
the inventor of a system or plan ts 
best qualified to instruct others in 
its use. A notable exception is 
found in the following article by 
Mr. Vollertsen, who has created 
and successfully operated the sys- 
tem outlined, and now tells in clear 
language the method of operation 
used by him so that others may un- 
derstand and thereby be enabled to 
adapt one or all of his forms and 
suggestions. | 


HE year 1822 saw the incep- 
tion of the present-day trust 
company when the New York 

State Legislature granted a charter 


to the Farmers Fire Insurance and 
Loan Company, bestowing upon it 
banking and fiduciary powers. 
Down to the time of the Civil War 
it is probable that there were less 
than a dozen trust companies acting 
in fiduciary capacities. After that, 
and especially after 1875, their num- 
ber increased very rapidly. It was 
not long, however, until in order to 
establish immediate earning power, 
competition forced the newly organ- 
ized companies from the safe keep- 
ing and management of trust funds 
into every department of general 
banking, resulting in the develop- 
ment of other departments to the 
detriment of the trust department. 


TRUST REGISTER 


We are now witnessing a reac- 
tion. The rapid and unprecedented 
growth of the trust business is di- 
recting attention to this department. 
In many cases the best method of 
accounting has not been adopted. 
Properly trained executives have 
not always been available to direct 
the work. The increased use of 
corporate fiduciaries has created a 
volume of business for which many 
institutions have not been fully pre- 
pared and the purpose of this 
article is to assist in meeting the 
demand for a, changed system 
whereby more adequate facilities 
may be provided. 

In no other department is so much 
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CHECK REGISTER, TRUST DEPARTMENT 
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technical knowledge, large experi- 
ence and careful study required to 
develop an accounting system in 
which clearness, simplicity, effi- 
ciency and adaptability shall domi- 
nate ; clearness,that the records may 
be easily understood by anyone not 
familiar with the work; simplicity, 
that not only shall the source of 
each entry be readily ascertainable, 
but that all forms shall be uniform 
in size, adding to the convenience 
and general appearance; efficiency, 
that a complete record of all matters 
pertaining to any trust be given 
within the span of a few pages, 
thereby making it unnecessary to 


trace through numerous ledgers and 
records for the necessary informa- 
tion ; adaptability, that the account- 
ing system be workable for the 
largest as well as the smallest trust 
company. 

Owing to the widely different 
character of accounting required in 
court trusts and corporation trusts, 
it will be found advisable to divide 
the work into two divisions, the per- 
sonal or estate division and the cor- 
porate division. The former, being 
more difficult from an accounting 
standpoint, will be considered first. 

The dominating thoughts in the 
evolution of this accounting system 
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were adaptability and flexibility, and 
just as the sectional bookcase per- 
mits of variations and expansions, 
these records were devised to meet 
all of the complex conditions which 
arise in the administration of trusts. 
Five years were spent upon the per- 
fection and revision of the records 
before they were placed in opera- 
tion. Their completeness and com- 
prehensiveness, which are also ideal 
from a standpoint of ease and rapid- 
ity in posting, are demonstrated by 
the fact that eight years after the 
original installation they are being 
adopted by various trust companies 
throughout the country without a 
single change. 

The first step in entering a new 
trust is to record it upon the “Trust 
Register” (Fig. 1). After here re- 
cording the necessary details, the 
trust is assigned the next consecu- 
tive number and, thereafter, it is 
known by that number. All docu- 
ments, securities and correspon- 
dence referring to that particular 
trust are marked “Trust No. —” 
and are then filed under that num- 
ber. It is of the utmost importance 
that all trusts be arranged in con- 
secutive numerical order, since no 
other method will so simplify and 
safeguard the correct filing of docu- 
ments, securities and other data. 
The “Register” provides a conve- 
nient record of all trusts and in- 
stantly furnishes the proper account 
number to assign to each new trust. 

The next step is to enter the trust 
in the “Index to Accounts” (Fig. 
2), which, for convenient reference, 
is vowel indexed. This index fur- 
nishes a permanent and alphabetical 
list of all trusts. From it may be 
located the account number which 
has been assigned to any trust. In 
the same alphabetical division im- 
mediately following the “Index to 
Accounts” is an “Index to Securi- 
ties” (Fig. 3) (also vowel indexed), 
upon which are entered the securi- 
ties in the various trusts, followed by 
the account number of the trust to 
which the security belongs. In this 
particular connection the impor- 
tance of the numerical arrangement 
is emphasized. When the same se- 
curity is held by more than one 
trust it is not necessary to again 
enter the name of the security, sim- 
ply the additional account number 
or numbers of the trusts in which 
the same security is held. 
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Immediately following the “In- 
dex” and “Trust Register” is the 
“Check Register” (Fig. 4). Here 
are listed in consecutive numerical 
order the checks as issued. When 
paid they are checked off by a check 
mark (Vj), all outstanding and un- 
paid checks being found at a glance. 
The numerals appearing at the up- 
per left-hand corner, “50,” and the 
upper right-hand corner, “51,” pre- 
fixed to the consecutive numbers 
preceding the amounts, indicate the 
number of the check. Thus the 
check appearing in Fig. 4 as $350 
is number 5,000 and $1,531.25 is 
number 5,005, etc. Following the 
“Check Register” are controlling 
acounts for stocks (Fig. 5), bonds 
(Fig. 6), mortgages, bills receiv- 
able, real estate and sundry ac- 
counts. These same forms are also 
used for whatever other control ac- 
counts may be necessary. The total 
of each control account equals the 
total of all accounts of the same 
class in the department, namely: If 
the department held $1,000,000 in 
mortgages in various estates, the 
balance in the mortgage control ac- 
count would be $1,000,000. The 
controlling account for cash trans- 


trustee. 


actions is not carried on these rec- 
ords, but is established in the trust 
company’s individual or general 
ledgers. 

Down to this point the records 
mentioned have been those govern- 
ing the department as a whole. We 
now approach the arrangement of 
records for an individual trust. The 
first record is a “History of the 
Trust” (Figs. 7 to 9, inclusive). 
The forms of history sheets are ar- 
ranged to cover executor, adminis- 
trator, guardian, committee or 
Their use makes reference 
to the original papers for essential 
details unnecessary during the pe- 
riod of administration and acts as 
a reminder, insuring consistent 
treatment of the same class of 
trusts. In the case illustrated the 
trust company acts as executor of 
an estate. “The History of the 
Trust” (Fig. 7) is followed by a 
“Synopsis of the Will” (Fig. 10). 
While any question regarding the 
interpretation of the will is never 
made without reference to the in- 
strument itself, a carefully prepared 
outline will be found very conve- 
nient, important and a great time 
saver. In special cases, when neces- 


sary, this is followed by a “List of 
the Legacies” and “List and Ad- 
dresses of the Legatees.” Blank 
pages are used when these forms are 
required. Next following is an 


“Inventory of the Estate” (Fig. 11), 


which is a detailed record setting 
forth the value of the assets and 
should be an exact duplicate of the 
appraisal—both real and personal 
property. In the case illustrated 
(Fig. 11), “Household Furniture” 
is grouped as one item, but in prac- 
tice it is set forth in detail. 

The inventory is followed by the 
ledger sheets (Fig. 12), upon which 
are recorded all transactions affect- 
ing the principal or income of the 
trust. These records not only show 
all cash received or disbursed, to- 
gether with the balance of cash on 
hand, but also show the proper dis- 
tribution to principal, income, 
stocks, bonds, mortgages, etc. The 
difference between the total debits 
and total credits of the income and 
principal accounts equals the bal- 
ance of the cash account. The dif- 
ference between the debits and 
credits of the securities column, the 
mortgage column, the bills receiv- 
able column, etc., is equal respec- 
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SECURITIES 


tively to the total balances of the 
principal accounts of the “Stock 
and Bond Register Record” (Fig. 
13), “Bond and Mortgage Register 
Record” (Fig. 14) and “Bills Re- 
ceivable Register Record” (Fig. 
15), which follow the ledger sheets. 
These last named records are used 
as required and serve to record the 
exact description, the inventoried 
value or cost and the income return 
from each security. In cases where 
real estate is involved, unprinted but 
conveniently ruled records permit 
of almost unlimited range of un- 
usual specifications and_ special 
transactions covering the sale and 
rental of property (Figs. 16 and 
17). The entries appearing upon 
the ledger sheets (Fig. 12) are self- 
explanatory. Attention is directed 
to the distribution of any income 
which accrued prior to date of death 
and which becomes corpus of the 
estate, also to the disposition of 
. profit on sale of property. Losses 
are treated in a similar manner. 
The column headed “Bills Re- 
ceivable” is blank upon the forms 
(Fig. 12) and may be adapted for 
real estate, land contracts or other 
specific requirements of the trust. 


The distribution plan enables a sten- 
ographer to prepare reports from 
the records, as all entries appear in 
chronological order, and avoid the 
extra labor usually required in 
segregating the information from a 
number of records. Administrator, 
guardian, trustee or committee ac- 
counts are handled in a similar man- 
ner, using whatever variations the 
individual trust may require. 

The last and what is perhaps the 
most important record of all in these 
days of burdensome tax returns, 
especially as it makes possible the 
rapid and easy compilation of in- 
come tax reports by an intelligent 
employee and dispenses with the 
services of the expert, is the “In- 
come Tax Record” (Fig. 18). 
Upon this are recorded status of 
decedent and beneficiaries; basis 
for making the return; the totals 
for each month affecting each item 
of income, profit, loss or other de- 
duction ; a complete record of trans- 
actions affecting gains or losses; 
beneficiaries and amounts paid them 
each month and summary of tax re- 
ports. The distinct advantage in 
the use of this form will be apparent 


not only to those who have followed 
the tedious practice of separating 
information when tax reports are 
due, but also to those not familiar 
with income tax matters when the 
ease with which government in- 
spectors can verify reports is real- 
ized. 

All postings are made direct from 
the original entries, namely, credits 
from credit tickets approximately 
the size of deposit slips and debits 
from the checks themselves. This 
eliminates journalizing, with all its 
waste of time and duplication of 
work, and while, at a first glance, 
this may not seem either feasible or 
desirable, the actual operation of 
the system proves the correctness 
of this suggestion. 

Each form of every set should 
bear the same account number. 
Each sheet used for the same pur- 
pose should be page numbered from 
one (1) up. No sheet should be 
removed from the current binder 
and stored in the transfer binder 
until the trust issclosed, as a com- 
plete current file will be found very 
convenient for reference and prepa- 
ration of necessary reports. 
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TRUST No. 
SHEET No. 
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Fig. 15 
Trust 121 Tenant RENTAL ACCOUNT Qesessed Value 
Sheet Choe. King $5,200 
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Fig. 16 
Trust* 121 Tenant REAL ESTATE ACCOUNT Assessed Value 
Sheet# Qlan B Howe + Co, # 50,000 
Insurance 
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HE following commissions 
and committees have been 
announced by John S. Drum, 

President of the Association : 


Commerce and Marine 
Commission 


John McHugh, Chairman, vice- 
president Mechanics & Metals Na- 
tional Bank, New York City. 

Lewis E. Pierson, chairman of 
board Irving National Bank, New 
York City. 

Charles H. Sabin, president Guar- 
anty Trust Company, New York 
City. 

Fred I. Kent, vice-president 
Bankers Trust Company, New York 
City. 

Daniel G. Wing, president First 
National Bank, Boston, Mass. 

Arthur Reynolds, vice-president 
Continental & Commercial National 
Bank, Chicago, III. 

William A. Law, president First 
National Bank, Philadelphia, Pa. 

F. O. Watts, president First Na- 
tional Bank, St. Louis, Mo. . 

Charles A. Hinsch, president 
Fifth-Third National Bank, Cin- 
cinnati, Ohio. 

Robert F. Maddox, president At- 
lanta National Bank, Atlanta, Ga. 

Thos. B. McAdams, vice-presi- 
dent Merchants National Bank, 
Richmond, Va. 

Richard S. Hawes, vice-president 
First National Bank, St. Louis, Mo. 

James J. Fagan, vice-president 
Crocker National Bank, San Fran- 
cisco, Calif. 

Waldo Newcomer, president Na- 
Exchange Bank, Baltimore, 

John L. Hamilton, president 
Equitable Securities Co., Columbus, 
Ohio. 

W. F. Collins, Secretary, 5 Nas- 
sau Street, New York City. 


Economic Policy Commission 


Paul M. Warburg, Chairman, 
Kuhn, Loeb & Co., New York City. 

Walter W. Head, president Oma- 
ha National Bank, Omaha, Nebr. 

W. H. Robinson, president First 
National Bank, Los Angeles, Calif. 

Charles A. Hinsch, president 
Fifth-Third National Bank, Cincin- 
nati, Ohio 


Commissions and Committees 


A. E. Adams, president Dollar 
Savings & Trust Company, Youngs- 
town, Ohio. 

Evans Woollen, president Flet- 
cher Savings & Trust Company, In- 
dianapolis, Ind. 

Geo. E. Roberts, vice-president 
National City Bank, New York 
City. 

A. L. Aiken, president National 
Shawmut Bank, Boston, Mass. 

R. S. Hecht, president Hibernia 
Bank & Trust Co., New Orleans, 
La. 

M. A. Traylor, president First 
Trust and Savings Bank, Chicago, 
Til. 

John W. Staley, president Peoples 
State Bank, Detroit, Mich. 

Waldo Newcomer, president Na- 
tional Exchange Bank, Baltimore, 
Md. 

The Economic Policy Commis- 
sion has to do with the considera- 
tion of all questions involving 
money and currency, public finance, 
Federal taxes, etc. 


Agricultural Commission 


Joseph Hirsch, Chairman, presi- 
dent Corpus Christi National Bank, 
Corpus Christi, Texas. 

F. N. Shepherd, director Empire 
National Bank, Lewiston, Idaho. 
Address for mail: Mills Building, 
Washington, D. C. 

J. R. Wheeler, president Farmers 
& Merchants Union Bank, Colum- 
bus, Wis. 

E. J. Bodman, vice-president and 
secretary Union & Mercantile Trust 
Co., Little Rock, Ark. 

Chas. B. Lewis, president Fourth 
National Bank, Macon, Ga. 

Will C. Gordon, vice-president 
Farmers Savings Bank, Marshall, 
Mo. 

W. G. Edens, vice-president Cen- 
tral Trust Co. of Illinois, Chicago, 
Ill. 

The Agricultural Commission for 
many years has promoted friendly 
relations between the banker and 
the farmer. 


Public Relations Commission 
M. E. Holderness, vice-president 


First National Bank, St. Louis, Mo. 
Fred. W. Ellsworth, vice-presi- 
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dent Hibernia Bank & Trust Co., 
New Orleans, La. 

H. L. Remmel, president Bankers 
Trust Co., Little Rock, Ark. 

Wm. P. Sharer, president First 
National Bank, Zanesville, Ohio. 

C. F. Weed, vice-president First 
National Bank, Boston, Mass. 

John R. Washburn, vice-president 
Continental & Commercial National 
Bank, Chicago, IIl. 

The Public Relations Commission 
has in charge matters of publicity 
in which the Association is inter- 
ested. 


Administrative Committee 


John S. Drum, Chairman, presi- 
dent Mercantile Trust Co., San 
Francisco, Calif. 

Thos. B. McAdams, vice-presi- 
dent Merchants National Bank, 
Richmond, Va. 

John H. Puelicher, president 
Marshall and Ilsley Bank, Milwau- 
kee, Wis. 

Richard S. Hawes, vice-president 
First National Bank, St. Louis, Mo. 

John F. Hagey, vice-president 
First National Bank, Chicago, III. 

Tom J. Hartman, vice-president 
Producers State Bank, Tulsa, Okla. 

I. H. Kempner, president Texas 
Bank and Trust Co., Galveston, 
Texas. 

Joseph Wayne, Jr., president 
Girard National Bank, Philadelphia, 
Pa., representing Trust Company 
Division. 

Edmund D. Hulbert, president 
Merchants Loan and Trust Co., 
Chicago, IIl., representing Savings 
Bank Division. 

W. A. Sadd, president Chatta- 
nooga Savings Bank, Chattanooga, 
Tenn., representing National Bank 
Division. 

Henry H. McKee, president Na- 
tional Capital Bank, Washington, 
D.C., representing State Bank Divi- 
sion. 

E. C. McDougal, president The 
Marine Trust Co., Buffalo, N. Y. 


Finance Committee 


Thos. B. McAdams, vice-presi- 
dent Merchants National Bank, 
Richmond, Va., Chairman. 

John H. Puelicher, president 
Marshall and IIsley Bank, Milwau- 
kee, Wis. 
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Harry M. Rubey, president 
Rubey National Bank, Golden, Colo. 

Rome C. Stephenson, president 
St. Joseph Loan and Trust Co., 
South Bend, Ind. 

O. N. Sams, president Merchants 
National Bank, Hillsboro, Ohio. 

W. E. Purdy, assistant vice-pres- 
ident Chase National Bank, New 
York City. 

Frank W. Blair, president Union 
Trust Co., Detroit, Mich. 

Arthur B. Morton, vice-president 
Penna. Co. for Insurances on Lives 
and Granting Annuities, Philadel- 
phia, Pa. 

J. R. Dominick, president Tra- 
ders National Bank, Kansas City, 
Mo. 


Committee on Federal 
Legislation 


C. H. McNider, president First 
National Bank, Mason City, Iowa, 
Chairman. 

Fred Collins, vice-president Bank 
of Commerce and Trust Co., Mem- 
phis, Tenn. 

George E. Brock, president Home 
Savings Bank, Boston, Mass. 

H. J. Haas, vice-president First 
National Bank, Philadelphia, Pa. 

R. W. Akin, cashier Peoples State 
Bank, Sullivan, Ind. 

George O. Walson, president Lib- 
erty National Bank, Washington, 


Committee of Five (Par 
Collection) 


M. J. Dowling, president Olivia 
State Bank, Olivia, Minn., Chair- 
man. 

McLane Tilton, president Com- 
merce Bank and Trust Co., Char- 
lottesville, Va. 

Fred Collins, vice-president Bank 
of Commerce and Trust Co., Mem- 
phis, Tenn. 

Charles deB. Clairborne, vice- 
president Whitney-Central National 
Bank, New Orleans, La. 

E. M. Wing, president Batavian 
National Bank, LaCrosse, Wis. 


Insurance Committee 
L. E. Sands, president First Na- 
tional Bank, Pittsburg, Pa., Chair- 
man, 


Oscar G. Foreman, president 
Foreman Bros. Banking Co., Chi- 
cago, Ill. 


Frank L. Hilton, vice-president 
Bank of the Manhattan Co., New 
York City. 
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J. A. Latta, vice-president North- 
western National Bank, Minne- 
apolis, Minn. 

Geo. S. Murphey, president First 
National Bank, Manhattan, Kan. 


Committee on Membership 


L. E. Phillips, vice-president 
Bartlesville National Bank, Bartles- 
ville, Okla., Chairman. 

P. B. Doty, president First Na- 
tional Bank, Beaumont, Texas. 

W. D. Longyear, vice-president 
Security Trust and Savings Bank, 
Los Angeles, Calif. 


Committee on Public 
Education 


John H. Puelicher, president 
Marshall and IIIsley Bank, Milwau- 
kee, Wis., Chairman. 

Stewart D. Beckley, president 
American Institute of Banking and 
cashier City National Bank, Dallas, 
Texas. 

Robert B. Locke, vice-president 
American Institute of Banking and 
manager Federal Reserve Bank, 
Detroit, Mich. 

Henry H. McKee, president Na- 
tional Capital Bank, Washington, 

Rudolph S. Hecht, president Hi- 
bernia Bank and Trust Co., New 
Orleans, La. 

Rome C. Stephenson, president 
St. Joseph Loan and Trust Co., 
South Bend, Ind. 

E. H. Sensenich, vice-president 
Northwestern National Bank, Port- 
land, Ore. 


Committee on Public and 
Private Thrift 


S. Fred. Strong, treasurer Con- 
necticut Savings Bank, New Haven, 
Conn., Chairman. 

John J. Pulleyn, president Emi- 
grant Industrial Savings Bank, 
New York City. 

J. A. House, president Guardian 
Savings and Trust Co., Cleveland, 
Ohio. 

Oliver J. Sands, president Amer- 
ican National Bank, Richmond, Va. 

E. R. Decker, president North- 
western National Bank, Minneapo- 
lis, Minn. 

Joseph R. Noel, president Noel 
State Bank, Chicago, III. 

D. W. Twohy, president Old Na- 
tional Bank, Spokane, Wash. 


Committee on State 
Legislation 


Craig B. Hazlewood, vice-presi- 
dent Union Trust Co., Chicago, IIl., 
Chairman. 

L. A. Baker, cashier Manufac- 
turers Bank, New Richmond, Wis. 

Charles B. Lewis, president 
Fourth National Bank, Macon, Ga. 

John B. Clement, second vice- 
president Central Trust Co., Cam- 
den, N. J. 

F. J. Belcher, Jr., vice-president 
First National Bank, San Diego, 
Calif. 

Charles S. McCain, vice-president 
Bankers Trust Co., Little Rock, 
Ark. 

Edward Buder, vice-president 
and treasurer Mercantile Trust Co., 
St. Louis, Mo. 

J. Pope Matthews, president Pal- 
metto National Bank, Columbia, 

W. P. Andrews, cashier First 
National Bank, Fort Worth, Texas. 

Robert B. Clark, active vice- 
president The Bank of Tupelo, 
Tupelo, Miss. 

J. A. Ormond, cashier Citizens 
State Bank, Marianna, Fla. 

J. N. Kehoe, president Bank of 
Maysville, Maysville, Ky. 


Committee on State 
Taxation 


Ernest J. Perry, president First 
Fond-du-Lac National Bank, Fond- 
du-Lac, Wis., Chairman. 

A. E. Adams, president First 
National Bank, Youngstown, Ohio. 

Wayne Hummer, president La 
Salle National Bank, La Salle, Ill. 

Frank B. Cook, president Colum- 
bia Trust Co., Salt Lake City, Utah. 

Oscar W. Arcularius, cashier 
Bank of Washington, Washington, 
Mo. 


President Drum also appointed 
as members of the Executive Coun- 
cil at large the following bankers: 

W. H. Robinson, president First 
National Bank,. Los Angeles, Calif: 

E. W. Decker, president North- 
western National Bank, Minneapo- 
lis, Minn. 

Fred I. Kent, vice-president 
Bankers Trust Co., New York City. 

R. G. Rhett, president Peoples 
National Bank, Charleston, S. C. 

John W. Staley, president Peoples 
State Bank, Detroit, Mich, 


the Committee on State Leg- 
islation and of the State Leg- 
islative Council of the American 
Bankers Association, of which Mr. 
Craig B. Hazlewood of Chicago is 
Chairman, a new Program of State 
Legislation recommended by the 
Association for enactment by 1921 
legislatures has been placed in the 
hands of the State Chairmen of the 
State Legislative Council, the Sec- 
retaries of the State Bankers As- 
sociations and the heads of the 
Bank Departments in those states 
which will hold sessions during 
1921. 
State legislative sessions during 
1921 will be held as follows: 


A ite co under the auspices of 


StraTe LecisLtatures 1921. 


Approximate Date 


March 7 
January 10 
Arkansas 
California 
Colorado 
Connecticut ............... 
Delaware 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 


oO 


Massachusetts 
Michigan 

Minnesota 
Missouri 

Montana 

Nebraska 
New Hampshire ........... 
New Jersey ............... 
New Mexico .............. ~ 
New York ................ 
North Carolina ........... “ 
North Dakota ............ 
Oklahoma ................ 
Oregon 
Pennsylvania 
Porto Rico 

Rhode Island 

South Carolina 
South Dakota ............ 
Tennessee 
Texas 
10 
Vermont 5 
Washington .............. 10 
West Virginia ............ 12 
Wisconsin 
Wyoming 


= 
— 


— 
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Matters of State Legislation 


THOMAS B. PATON 


General Counsel 


One important new proposed 
enactment is a bill to authorize state 
banks to establish foreign branches 
and invest in the stock of banks or 
corporations principally engaged in 
international or foreign banking, 
the object being to give state char- 
tered institutions a grant of power 
similar to that granted to national 
banks by Section 25 of the Federal 
Reserve Act. With the Edge law 
(Sec. 25a Federal Reserve Act) 
now in force, two or more corpora- 
tions already organized and operat- 
ing thereunder and plans nearing 
completion for the incorporation of 
a company of $100,000,000 capital, 
the movement for which was in- 
itiated by the American Bankers 
Association, it is most desirable that 
the various state legislatures should 
pass laws which would permit state 
banks to take a similar part in the 
financing of foreign trade by the in- 
vestment in the stock of Edge law 
corporations and otherwise, as is 
permitted national banks under 
Federal law. 

The following form of approved 
bill has been recommended for en- 
actment in the different states: 


Aw Act to authorize and empower banks 
in certain cases to establish foreign 
branches and to invest in the stock 
of certain banks or corporations 
principally engaged in international 
or foreign banking. 


Be it enacted, etc. 


That any bank organized under this 
act possessing a capital and surplus of 
one million dollars or more may file 
application with the Commissioner of 
the Banking Department for permission 
to exercise, upon conditions and under 
such regulations as may be prescribed 
by the said Commissioner of Banking, 
either or both of the following powers; 
provided that any such bank, without 
regard to the amount of its capital and 
surplus, may file such application for 
permission to exercise the powers speci- 
fied in subdivision (b) below: 

(a) To establish branches in foreign 
countries or dependencies or insular 
possessions of the United States for the 
furtherance of the foreign commerce of 
the United States, and to act, if required 
to do so, as fiscal agents of the United 
States. 

(b) To invest an amount not exceed- 
ing in the aggregate 10 per centum of 
its paid-in capital stock and surplus in 
the stock of one or more banks or cor- 
porations chartered or incorporated un- 
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der the laws of the United States or of 
any state thereof, and principally en- 
gaged in international or foreign bank- 
ing, or banking in a dependency or insu- 
lar possession of the United States 
either directly or through the agency, 
ownership or control of local institutions 
in foreign countries, or in such depen- 
dencies or insular possessions; including 
the stock of one or more banks or cor- 
porations chartered or incorporated un- 
der Section 25a of the Federal Reserve 
Act, as approved December 24, 1919. 
Such application shall specify the 
name, capital and surplus of the bank 
filing it, the powers applied for, and the 
place or places where the banking opera- 
tions are to be carried on. The Com- 
missioner of the Banking Department 
shall have power to approve or reject 
such application in whole or in part if 
for any reason the granting of such 
application is deemed inexpedient, and 
shall also have power from time to time 
to increase or decrease the number of 
places where such banking operations 
may be carried on. Every bank or- 
ganized hereunder operating foreign 
branches shall be required to furnish 
information concerning the condition of 
such branches to the Commissioner of 
the Banking Department upon demand 
and every such bank investing in the 
capital stock of banks or corporations 
as provided herein shall be required to 
furnish information concerning the con- 
dition of such banks or corporations to 
the Commissioner of the Banking De- 
partment upon demand, and said com- 
missioner of banking may order special 
examinations of the said branches, banks 
or corporations at such time or times 
as he may deem best. Before any bank 
organized hereunder shall be permitted 
to purchase stock in any such corpora- 
tion the said corporation shall enter into 
an agreement or undertaking with the 
Commissioner of the Banking Depart- 
ment to restrict its operations or con- 
duct its business in such manner or 
under such limitations or restrictions as 
the said commissioner of banking may 
prescribe for the place or places wherein 
such business is to be conducted. If at 
any time the Commissioner of the Bank- 
ing Department: shall ascertain that the 
regulations prescribed by him are not 
being complied with, said commissioner 
of banking is hereby authorized and 
empowered to institute an investigation 
of the matter and to send for persons 
and papers, subpoena witnesses and 
administer oaths in order to satisfy him- 
self as to the actual nature of the trans- 
actions referred to. Should such investi- 
gation result in establishing the failure 
of the corporation in question, or of the 
bank or banks which may be stockhold- 
ers therein, to comply with the regula- 
tions laid down by the said commissioner 
of banking, such bank or banks may be 
required to dispose of stock holdings 
in said corporation upon reasonable no- 
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tice. Each and every bank organized 
hereunder shall conduct the accounts of 
each foreign branch independently of the 
accounts of other foreign branches es- 
tablished by it and of its home office, 
and shall at the end of each year trans- 
fer to its general ledger the profit or 
loss accrued at each branch as a separate 
item. 


The above bill is drafted along’ 


the lines of Section 25 of the Fed- 
eral Reserve Act, but it contains 
additions (indicated by the itali- 
cized portion) under which banks, 
irrespective of the amount of their 
capital, may invest in the stock 
of Edge law corporations and 
which also include in the grant 
of power to make investments in 
the stock of corporations organized 
to do foreign banking, specific ref- 
erence to Edge law corporations. 
In other words, under Section 25 
of the Federal Reserve Act, the 
power to establish foreign branches 


and to invest in stock of foreign 
banking corporations is confined to 
banks possessing a capital and sur- 
plus of one million dollars capital- 
ization, but the recommended Dill, 
while retaining this limitation so 
far as the establishment of foreign 
branches is concerned, throws the 
door open to any incorporated state 
bank which has a capital stock, 
no matter how small, to take part 
in the financing of our foreign 
trade by investing not exceeding 10 
per cent. of its paid-in capital and 
surplus therein. Section 25 of the 
Federal Reserve Act was amended 
in 1916 so as to permit national 
banks, without regard to the 
amount of their capital and surplus, 
to invest not exceeding 5 per cent. 
of capital and surplus in the stock 
of one or more corporations or- 
ganized to conduct foreign financial 
operations, with a total investment 


limited to 10 per cent., but this per- 
mission was only “until January 1, 
1921” and unless extended, expires 
at the close of the year 1920. The 
American Bankers Association has 
urged upon Congress the extension 
of the above provision as to na- 
tional banks. 

In the above draft of law the 
banks to whom the power is given 
are designated as “any bank or- 
ganized under this act.” In some 
states a different description of the 
institutions empowered may be nec- 
essary and the draft should be 
changed accordingly. The draft 
also designates the “Commissioner 
of the Banking Department” as the 
official to grant the permission, pre- 
scribe conditions, etc., and this 
should also be changed, in those 
states where the official head of the 
bank department has a different 
title. 


New Year Greeting 


To the Members of the American Bankers Association: 


At the beginning of this the new year, I wish to publicly express my appreciation for the loyal support and 


hearty cooperation given me by the members of the American Bankers Association during the past twelve 


months. 


As I look back over the year’s work, I realize that 1920 will always be rich in pleasant memories of new 
acquaintances made, friendships formed and things accomplished. 


After a year’s study, I am more convinced than ever that in this organization we have, potentially at least, 
the most powerful instrument for good in the United States. 


What shall be done with this great power rests entirely with us, and my hope is that we may continue the 


spirit of constructive progress, which has prevailed during the year just closed. 


We are but fairly started on the real work of the Association, which lies before us, and greater possi- 


bilities than ever present themselves for the coming year, but if the spirit of good will, mutual helpfulness and 
active cooperation shall continue—as I trust and believe it will—nothing to which we may give our undivided 
attention is impossible of accomplishment and the American Bankers Association is certain to amplify its 
usefulness in American financial and commercial life. 

Team work, loyalty to the Association, zeal for the well doing of its members and unselfish devotion 
to the general public good have been strongly in evidence during the past year, and in consequence the 
influence of the American Bankers Association has been felt as never before. 

Let us then take no backward step in 1921, but with unfalterable determination and greater courage resolve 
that the problems which confront us shall be solved in the interest of a great public service. 

May the coming year bring to you and yours prosperity and contentment, and, with your help, to this 


Association a record of things well done. 
G. E. BOWERMAN, Executive Manager. 


Relation of Interest Rates to Savings 


Recent Discussions by Economists—Social Appropriation 


if “Unearned”—Taxation— Wages 


By LEO DAY WOODWORTH 


Deputy Manager, American Bankers Association 


HE relation between savings 

and the rates of interest is a 

subject for “theorizing” by 

practical financiers as well as by 
academic econoniists. 

Some of the questions are: Are 
savings increased as rates of interest 
are enlarged? Is there a marginal 
point above which people will save 
and below which they will not save? 
If savings result without sacrifice 
or conscious effort, are they “un- 
earned”? If unearned by the indi- 
vidual, should they be an object of 
recapture not necessarily by social- 
istic ventures but by direct distribu- 
tion to manual workers, or indirect 
deprivation through taxation? 

Without tracing the development 
of the so-called marginal theory of 
the economists, it is quite possible 
that it has been emphasized (even if 
not originally devised) as justifica- 
tion for any payment of interest. 

Our present purpose is to call at- 
tention to current discussions by 
economists for two reasons: First, 
they bring out new data of interest 
to bankers and financiers and tend 
to support the view that saving is 
not stimulated by any ordinary in- 
crease in the rate of interest; sec- 
ond, if a line of argument recently 
advanced is carried to the extreme 
indicated by the last of the above 
questions, we may have to face a 
movement for the social appropria- 
tion of savers’ surplus as an “un- 
earned” increment. 

Adam Smith believed that “‘parsi- 
mony, and not industry, is the cause 
of the immediate increase of cap- 
ital. * * * But whatever industry 
might acquire, if parsimony did not 
save and store up, the capital would 
never be the greater.” (‘‘Wealth 
of Nations,” Bk. II, ch. 3, p. 340.) 

A standard modern English text- 
writer says: “The accumulation of 
wealth is governed by a great vari- 
ety of causes ; by custom, by habits 
of self-control and realizing the 
future, and above all by the power 
of family affection. Security is a 


necessary condition for it, and the 
progress of knowledge and intelli- 
gence furthers it in many ways. 

“A rise in the rate of interest of- 
fered for capital, 7. e., in the demand 
price for saving, tends to increase 
the volume of saving. [p. 236], 
* * * Tt is only slowly and 
gradually that the rise in the rate of 
interest will increase the total stock 
of capital (p. 534).” (Marshall, 


“Principles of Economics,” 5th Ed.) 


A modification of the earlier idea 
of sacrifice and parsimony as the 
source of savings has been advanced 
by Taussig in his “Principles of 
Economics,” Vol. II, p. 42: “Accu- 
mulation and investment are now 
matters of steady concern chiefly for 
the small circle of persons who are 
already members of the possessing 
classes or in close touch with them.” 

This prompts a study, first, of the 
amount of our annual savings ; sec- 
ond, of the sources of those savings ; 
third, of the cost of savings, and 
fourth, some possible effects of the 
various arguments. 


Amount of Savings* 


Recently the available data on 
American capital wealth and annual 
savings were set forth by David 
Friday in his book entitled, ‘‘Profits, 
Wages and Prices.” + 

Based upon the census inventories 
of 1904 and 1912, with elimination 
of increases due to price changes 
and the increased value of land be- 
cause neither of these represents an 
increase in tangible wealth, Friday 
finds an increase of thirty-two bil- 
lion dollars during the eight years, 
or an annual increase of four billion 


dollars. His table is as follows, in 
millions of dollars: 
Item 1912 1904 Increase 
Real Estate ....... $110,676 $62,341 $48,335 
Farm Personalty... 7,607 4,919 2,688 
Industrial, Utilities. 32,505 19,383 13,122 
Gold and Silver.... 2,617 1,999 618 
All other ......... 34,334 18,462 15,872 
$187,739 $107,104 $80,635 


For the years since 1912 the 
amount of securities absorbed by 
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investors of the nation are assumed 
by Friday to furnish an approxima- 
tion of the volume of savings. His 
statistics for industrial and railroad 
securities, government securities, 
both foreign and American, state 
and municipal bonds and gold and 
securities purchased abroad, also 
other securities less deductions for 
refunding and for discount, total as 
follows in millions of dollars (p. 


81): 


10,312 
14,510 
10,483 


But to make a complete statement 
of savings it is necessary to add the 
corporate surplus acquired each year 
after payment of taxes and div- 
idends, and to make deductions 
on account of purchase of govern- 
ment securities, the inflation in 
prices and inventories, and also the 
purchase of securities with bank 
loans. 

Finally, to include the savings of 
farmers, which were normally 1.2 
billion dollars per annum, but rose 
to over four billion dollars in 1917, 
to over five billion dollars in 1918 
and to nearly that amount in 1919, 
as evidenced by payment of mort- 
gages and other indebtedness, and 
the purchase of lands, and after 
making due allowance for the rein- 
vested surplus of individuals and 
partnerships, the capital accumula- 
tion for the years 1913 to 1919 is 
“conservatively” estimated as fol- 
lows in billions of dollars (p. 91): 


*For discussion and statistics of savings and 
capital increases in 1910 and previous census 
ears, see King’s “Wealth and Income of the 
eople of the United States,” p. 132 ff 

When using this data it must be remem- 
bered that Dr. Friday presents very broad gen- 
eralities and that his estimates seem to be re- 
garded by economists as perhaps too high. 
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As to the source of capital accu- 
mulation, Friday concludes (p. 97) 
that the volume of capital accumu- 
lation is affected first and foremost 
by the volume of productive output ; 
secondly, by the size of current 
profits. He remarks that “there 
seems to be little warrant for the 
contention that profits tend to be 
reduced to an equality with the rate 
of interest in a highly dynamic so- 
ciety such as ours.” 

The increase in savings or addi- 
tions to capital shown above is held 
by Friday to have been “costless in 
the sense that it involved no low- 
ering of the standard of living such 
as the term ‘abstinence’ connotes” 
(p. 96). In other words, a high 
interest rate is not necessary to 
stimulate savings and the fluctua- 
tion in the amount of savings does 
not depend on abstinence or an at- 
tempt to estimate future wants. 

At this point we turn to another 
current discussion, being that by 
A. B. Wolfe of the University of 
Texas, Quarterly Journal of. Eco- 
nomics, November, 1920. This 
author quotes the above data and 
conclusions with approval. He also 
incorporates the conclusions of H. 
G. Moulton in his series on “Com- 
mercial Banking and Capital For- 
mation,” Journal of Political Econ- 
omy, 1918, to the effect that at any 
given price level the increase of the 
capital fund by bank loan invest- 
ment is practically devoid of any 
abstinence cost. 

As to the extent to which saving 
is supplemented by bank loans to 
provide capital, Moulton had there 
determined that something like 50 
per cent. of all commercial bank 
loans is devoted to investment uses 
and that about two-thirds of such 
credit goes for fixed rather than for 
working capital. 


The Sources of Savings — 


By an elaborate study of the in- 
come tax returns and the available 
bank data, Wolfe makes the follow- 
ing deductions : 

1. The effective savings of the 
poor are not an important factor in 
capital supply. He says: 

“Security of savings and a ma- 
chinery for encouraging thrift’ are 
probably much more important in- 
fluences upon savings among ‘the 
poor than is the interest rate. If the 


poor save at all it is only by giving 
up spending for present goods— 
usually by reducing the expenditure 
even on things necessary for ‘health 
and reasonable comfort.’ That they 
save at all is evidence of more pow- 
erful motives than the few dollars 
interest they can hope to accrue.” 

A conclusion by this author that 
the annual contribution of the sav- 
ings banks to the loan fund is “a 
mere trickle” seems to be sustained 
not only by the very imperfect 
tables of the U. S. Comptroller of 
the Currency, but by data in the 
office of the American Bankers As- 
sociation. Thus, in the fiscal year 
of 1919-1920, seventy-one mutual 
savings banks in the state of Mas- 
sachusetts, having total resources of 
about 450 million dollars, reported 
deposits of 137 million dollars and 
withdrawals of 112 million dollars. 
In other cases there are such banks 
devoted exclusively to small savings 
which reported a turn-over of over 
100 per cent., with a net loss in total 
resources. There are savings de- 
partments in commercial banks of 
the West which gave similar report. 

2. The middle classes are actu- 
ated by such a complex of conflict- 
ing motives that what they do save, 
although an important fraction of 
the investment funds, is saved in 
partial disregard of the interest rate. 
If they cannot get a high rate of in- 
terest they will take a low, without 
greatly reducing their savings. 

3. The higher income classes 


(over $50,000) save mechanically: 


with little or no sacrifice of present 
wants. Their saving is automatic 
and costless and practically the en- 
tire interest charge represents un- 
earned increment (savers’ surplus). 

4. Corporate savings (or corpo- 
rate surplus), as shown above, are 
accepted as costless by Friday. 

5. Bank loans were decided by 
Moulton to be in the same class. 


Paying for Costless Savings 


The importance of this discus- 
sion, if the above statements are 
true, relates to “the larger question 
of the amount of unearned interest 
charge which society is called upon 
to pay and which it might conceiv- 
ably find ways of avoiding,” which 
is the point discussed by Wolfe, 
whose main purpose was “to suggest 
anew the magnitude and importance 


of savers’ surplus, and to leave to 
the reader speculation as to the pos- 
sibility or practicability of the social 
appropriation of ths surplus—a 
surplus apparently just as ‘un- 
earned” as the socially produced in- 
crement in land rent. 

“Such speculation need by no 
means take one into the realm of 
socialism, for there are obvious 
means, some direct, some indirect, 
for social appropriation of as much 
of the surplus as it would be safe, 
in the interests both of justice and 
expedience, to attempt to take. The 
direct means lie with the workers, 
their higher standards of living, 
cessation of redundant immigration, 
a lower labor-class birth rate and 
increased effectiveness of bargain- 
ing power. The indirect means lie 
through perhaps even more steeply 
graduated income and profits taxes 
together with more scientific and 
intelligent application of public 
revenues to social purposes.” 


Conclusion 


That savings are prompted in 
practically all cases by reasons other 
than the rate of interest is the gen- 
eral belief of bankers. Possibly in 
every case where investments or de- 
posits of savings have been urged by 
a large increase in the rate, it can 
be shown that no increase in total 
savings deposits resulted and that 
the project was unsound. 

But the very slight influence of 
the rate of interest upon the prin- 
cipal sources of increase in the cap- 
ital fund is remarkable and only 
recently determined. Before facts 
were available in recent compila- 
tions, Taussig, Clark and other 
economists arrived at the most di- 
verse conclusions, Clark even de- 
ciding that savings were prompted 
by a lowering of the interest rate. 

To go further and declare that 
this savers’ surplus is “costless” 
and therefore a social product not 
subject to private possession leads 
into the realms of pure theory, ig- 
nores the traits in human nature 
which prompt the risk and effort 
which result in the surplus. The 
arguments against social appropri- 
ation of the so-called “unearned” 
increment have been given wide cir- 
culation since the notions of Henry 
George were first promulgated. 

It is obvious to practical persons 


‘|b 
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that any concept of value presup- 
poses the presence of organized so- 
ciety, for it cannot exist during a 
reign of anarchy or on the pro- 
verbial Robinson Crusoe’s island. 

What moral distinction is possible 
between increments which result 
from the increase of population 
(and which are necessarily irreg- 
ular for the different classes of 
property) and the increments which 
have accumulated in the past to the 
point which we call present day 
worth? 

If the private possession of future 
increments is prohibited, how long 
before the same arguments would 
be applied to abolish private posses- 
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sion of past increments, 1. e., pres- 
ent values? 

But costlessness is not the test of 
the desirability of private possession 
of savers’ surplus, of land value in- 
crement, or of any other capital 
property. It is not a scientific basis 
for either taxation or wage adjust- 
ment, as Wolfe suggests. 

The degree of beneficial use at- 
tained by (a) private initiative and 
control as compared with (b) “so- 
cial appropriation” and _ politician 
(or “government”’) use of savers’ 
surplus, is the more reasonable (as 
well as the one practical) test of 
private property. The scientific 
bases of taxation and of wages must 
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therefore rest on other considera- 
tions.* 

This article will have served its 
purpose if it induces bankers to 
study the economic function of in- 
terest and to observe its practical 
effects in individual cases. 
~ An extension of the analysis to 
socialistic or even anarchistic con- 
clusions may easily be avoided by 
the application of nothing more than 
mere common sense. It may con- 
tribute much to the solution of our 
difficult tax problems, and result in 
the improvement of our theories of 
distribution, including industrial 
costs. 

*The recent experience in Federal taxation 


and wage adjustment should be conclusive on 
this last point—but we soon forget! 


National Bank Division 


OR a considerable time a peti- 
k tion of 300 bankers in North 

and South Carolina has been 
on file urging the establishment of 
a branch Federal reserve bank in 
either Raleigh or Columbia. At 
present the Fifth Federal Reserve 
District, with Richmond as its op- 
erating center, has but one branch 
bank, which is located in Baltimore. 
In the entire country there are 
twenty-three branches of the several 
Federal reserve banks and the bank- 
ers in the Carolinas feel that their 
geographical position and the in- 
creasing volume of business they 
are handling each year make meri- 
torious their application. 


Standing Committees 


The By-Laws of the National 
Bank Division prescribe that so far 
as practicable members of its stand- 
ing committees shall be chosen from 
the membership of the Executive 
Committee. Complying with this 
direction, President McKee some 
time ago announced the personnel 
of his committees. The list follows: 


Federal Legislation 

Joseph Wayne, Jr., chairman, 
president Girard National Bank, 
Philadelphia, Pa. 

George A. Kennedy, vice-presi- 
dent First National Bank, San 
Francisco, Calif. 

Nathan Adams, vice-president 
American Exchange National Bank, 
Dallas, Texas. 


Membership 


George A. Kennedy, chairman, 
vice-president First National Bank, 
San Francisco, Calif. 

A. F. Dawson, president First 
National Bank, Davenport, Iowa. 

R. D. Sneath, president Commer- 
cial National Bank, Tiffin, Ohio. 


Relations with Federal 
Reserve System 


Walter W. Head, chairman, pres- 
ident Omaha National Bank, Oma- 
ha, Nebr. 


N. P. Gatling, vice-president 


& Phenix Netiondl Genk. 


New York City. 

Thomas P. Beal, Jr., vice-presi- 
dent Second National Bank, Bos- 
ton, Mass. 


Savings Departments 


James Ringold, chairman, vice-" 
president U. S. National Bank, Den- 
ver, Colo. 

Thomas R. Preston, president 
Hamilton National Bank, Chatta- 
nooga, Tenn. 

E. Trimble, vice-president 
Union National Bank, Springfield, 
Mo. 


State Legislation 


Thomas R. Preston, chairman, 
president Hamilton National Bank, 
Chattanooga, Tenn. 

A. F. Dawson, president First 
National Bank, Davenport, Iowa. 


R. D. Sneath, president Commer- 
cial National Bank, Tiffin, Ohio. 


State Taxation of National 
Banks 


S. E. Trimble, chairman, vice- 
president Union National Bank, 
Springfield, Mo. 

Edgar L. Mattson, vice-president 
Midland National Bank, Minneapo- 
lis, Minn. 

Nathan Adams, vice-president 
American Exchange National Bank, 
Dallas, Texas. 


Trust Departments 


Edgar L. Mattson, chairman, 
vice-president Midland National 
Bank, Minneapolis, Minn. 

James Ringold, vice-president 
-United States National Bank, Den- 
ver, Colo. 

Thomas P. Beal, Jr., vice-presi- 
dent Second National Bank, Bos- 
ton, Mass. 


Missouri State Vice- 
President 


W. Clay Woods, president Se- 
curity National Bank, Kansas City, 
Mo., has accepted appointment as 
state vice-president of the National 
Bank Division for Missouri. The 
vacancy there resulted from the re- 
moval of J. B. Leavell, of St. Louis, 
from the state. 


Election 


T's Greenville (Miss.) Clear- 


ing House Association held 
its annual meeting the last 
Tuesday in November, when the 
following officers were appointed to 
serve for the ensuing year: 
President, F. N. Robertshaw, 
president Citizens Bank. 
Vice-president, F. L. Harbison, 
president Greenville Savings Bank 
& Trust Co. 
Manager, E. M. Burton, assistant 
cashier Commercial Savings Bank. 


More Clearing Houses in 
Oklahoma 


The clearing house movement 
has received quite an impetus lately, 
mostly through the efforts of E. J. 
Litteer, manager of the Oklahoma 
City Clearing House Association. 
He is apparently working overtime 
on the job, judging by results. An 


Changes 


OLLOWING is a list of changes 
F in institutions which are members 

of the American Bankers Associa- 

tion, reported to the JouRNAL from 
November 26 to December 24, inclusive. 
Members will confer a favor by noti- 
fying this department immediately of any 
changes. Publication will be made only 
on receipt of information direct from 
members. 


CALIFORNIA 

Oakland—C. H. Redington elected _vice- 
president. Farmers & Merchants Savings Bank; 
George S. Meredith, formerly cashier, elected 
vice-president; Frank C. Martens, formerly as- 
sistant cashier, elected cashier; B. C. Read and 
John Campe, assistant cashiers. 

Santa Barbara—John P. Redington, formerly 
assistant cashier Commercial Trust & Savings 
Bank, elected vice-president; R. C. Smitheram 
now assistant cashier. 


CONNECTICUT 
Waterbury—Benjamin L. Coe elected presi- 
dent. West Side Savings Bank. 
ILLINOIS 


Chicago—B, C. McCloud elected active vice- 
president Union Trust Company. 

Joliet—C. F. Hinrichs elected cashier Will 
County National Bank to succeed Henry J. 


Weber, 
Peoria— corge M. Bush, formerly assistant 


cashier First National Bank, elected vice- 
President; William E. Stone now assistant 
cashier. 


IOWA 


Forest City—M. M. Thompson elected presi- 
dent Winnebago County State Bank to succeed 
J. F. Thompson, resigned. 

Iowa City—J. Ervin Evans elected cashier 
Johnson County Savings Bank. 


KENTUCKY 


Louisville—Oscar Fenley, chairman of board 
National Bank of Kentucky, resigned. 


Clearing House Section 


association recently organized at 
Enid is giving every satisfaction. 
The beginning of the new year 
will see another association in op- 
eration at Chickasha and the banks 
in Ardmore are contemplating an 
organization. Evidently Oklahoma, 
with its 100 per cent. membership 
in the American Bankers Associa- 
tion, intends to be the first to have 
clearing house associations in every 
city of importance in the state. 


New Committee 


As an outgrowth of the Confer- 
ence of Managers and Examiners 
held in conjunction with the Annual 
Convention in October, President 
Crane appointed a committee of 
three, consisting of Chas. H. 
Meyer, chairman, chief examiner 
of the Chicago Clearing House As- 
sociation; Edward A. James, ex- 
aminer Salt Lake City Clearing 
House Association, and George A. 


Among Bank 


MARYLAND 


Baltimore—Heyward E, Boyce elected presi- 
dent Drovers & Mechanics National Bank to 
succeed Robert D. Hopkins, resigned. 

Cockeyville—A. E. Waters, formerly vice- 
president Cockeyville National Bank, elected 
president to succeed —— F. Cockey, de- 
ceased, and succeeded as vice-president by 
Andrew J. Lentz. 


MASSACHUSETTS 


Boston——Courtenay Crocker, vice-president, 
director and trust officer Metropolitan Trust 
Company, resigned. 


MICHIGAN 


Escanaba—J. C. Kirkpatrick elected president 
Escanaba National Bank to succeed John K. 
Stack, deceased; John K. Stack, Jr., elected 
vice-president; M. N. Smith, vice-president and 
cashier. 

Quincy—R. S. Andrus elected cashier First 
National Bank to succeed Norman G. Kohl, 
resigned. 

Saline—G. A. Lehmann vice-president Saline 
Savings Bank, resigned; Edwin H. Smith and 
Alwin R. Burkhardt elected assistant cashiers. 


MINNESOTA 
Minneapolis—Dr. Maurice Lefkovits elected 
vice-president Northern State Bank. 


MISSOURI 
Kansas City—George C. Kopp elected cashier 
City Bank. 
NEW YORK 


Ilion—Arthur M. Roberts electéd cashier 
Manufacturers National Bank to succeed George 
F. Wallace, resigned. 

Herkimer—George F. Wallace, formerly 
cashier Manufacturers National Bank, Ilion, 
N. Y., elected second vice-president Herkimer 
National Bank. 

New York—A. B. Westervelt elected vice- 
president American Trust Company. 

New York—Arthur G, Cable appointed vice- 
oe Guaranty Trust Company of New 

ork. 

Rochester—Edward Harris elected  vice- 
president Security Trust Company to succeed 
Alexander M. Lindsay, deceased. 
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Guardian Savings & 


Kelsey, manager Cleveland Clear- 
ing House Association, to promote 
the efficiency of examination de- 
partments in clearing house associ- 
ations and make efforts to organize 
such departments wherever pos- 
sible. Examination departments 
were given such prominence at the 
Section meeting and the results 
achieved were spoken of so enthusi- 
astically that we are sure the 
coming campaign will be very suc- 
cessful. 


National Thrift Week, 
January 17-23 


Plans for National Thrift Week 
are practically completed. Inter- 
state conferences have been held 
during the present month and from 
reports published it is evident that 
the result will be very gratifying to 
the promotion of this worthy move- 
ment. 


Officers 


OHIO 


Cleveland—Col. L. P. Ayers elected vice- 
president Cleveland Trust Company. 

Cleveland—Arthur F, Young elected vice- 
rust Company; 
. A. Purcell assistant secretary. 

Kingston—B. F. Skidmore elected cashier 
First National Bank to succeed C. E. Myers, 


resigned. 
OKLAHOMA 
Hobart—Walter B. Stephen elected cashier 
Home State Bank. 
Hominy—J. F. Johnston elected president 
First National Bank; W. S. Crow active vice- 


president. 
PENNSYLVANIA 


Philadelphia—Thomas W. Andrew, formerly 
cashier, and Charles H. James, formerly as- 
sistant cashier First National Bank, elected 
vice-presidents; Carl H. Chaffee elected cashier; 
Laurence H. Sanford, Robert E. Aldrich and T. 
Scott Root, assistant cashiers. 


SOUTH DAKOTA 


Sioux_ Falls—Robert Muckler elected cashier 
Sioux Falls National Bank to succeed. James 
D. Fleckenstein, resigned. 


TEXAS 
Terrell—M. C. Roberts elected president 
First National Bank to succeed M. Raley, 
deceased. 
UTAH 
Ogden—M. S. Eccles elected president First 
National Bank to succeed Browning, 
resigned. 


WEST VIRGINIA 


Charleston—Paul J. Newlon elected assistant 
cashier Citizens National Bank. 


WISCONSIN 


Racine—Henry J. Rogers, formerly cashier 
American Trades & Savings Bank, elected 
second vice-president; I, S. Bowne now cash- 
ier. 

WYOMING 

Dou ipo — W. Metcalf elected presi- 
dent Commercial Bank & Trust Company to 
succeed W. C., Irvine, resigned. 


— 


Economic Uses of the Motor Car 


By CHARLES CLIFTON 


President, National Automobile Chamber of Commerce 


R. SAMUEL JOHNSON 
was once accused of defin- 
ing a word in his dictionary 

incorrectly. He was asked why he 
had made such a mistake. 

“Ignorance, madam,” the doctor 
explained, “pure ignorance.” 

The same explanation might be 
applied to many of the theories ad- 
vanced concerning the automobile 
industry. A candid examination of 
the facts reveals the varied eco- 
nomic service performed by the car, 
and an increasing radius of mer- 
chandising possibilities. 

Car and truck production in the 
future is capable of constant un- 
limited growth. This fact has been 
but little realized. No one can be 
blamed for not examining the pro- 
ductive possibilities of the car 
hitherto. The rush of business has 


been so great that there has been 
little time to turn the telescope on 
tomorrow. 

But with the lull in the general 


market, the banker, the manufac- 
turer and the economist are ex- 
amining the sun spots for omens of 
the future. 

The automobile industry 
touched but the edge of its market- 
ing field. I reach these conclusions 
from the study of certain data which 
will be shown here, and from 
obvious deductions. 

Millions of car owners have dis- 
covered for themselves that cars 
are an aid to them in business. 
The shrewd Yankee farmer is the 
heaviest user of cars. But there re- 
main millions of owners who have 
not had the productive possibilities 
of the car presented to them, and 
consequently are yet to be owners. 
There will always be a great num- 
ber of commercial houses which see 
the value of adding machines and 
will purchase equipment whether 
intelligent salesmen approach them 
or not. But the bulk of the calcu- 
lating machine business is built 
upon intensive sales campaigns. 

Hitherto and even today our 
automobile advertising has talked 
and pictured country clubs, bathing 
beaches, and the purely recreational 
use of the car. Small effort has 
been made to show the business 


has . 


angle, because from the point of 
view of the sales manager this ef- 
fort was not needed. 

Now we come to the point, how- 
ever, where the industry is ready 
to intensify its sales methods. It 
looks around and sees railroads, 
furniture makers, electric com- 
panies, dozens of lines of products 
appealing to the buyer on the basis 
of profit as well as beauty. It sees 
the opportunity to blaze a new and 
wider trail by selling the auto- 
mobile to the customer as a profit- 
making unit. 

The Yankee buyer, however, is 
canny. He wants facts: How much 
are cars helping their present own- 
ers in business? What help can he 
get which is not already supplied 
by rail lines? Will his living con- 
ditions be any better? 

The National Automobile Cham- 
ber of Commerce, foreseeing these 
questions, has sent out thousands 
of cards to car owners in the ten 
states of California, Iowa, Massa- 
chusetts, Minnesota, New York, 
Nebraska, Ohio, Texas, Virginia 
and Wyoming. 

This questionnaire the 
motorist his average mileage ; if his 
car is used in a business way; if 
so, how much; does his car cause 
any increase in business; if so, 
what per cent.; does his car sup- 
plement rail transportation; and 
has the car changed living condi- 
tions ; if so, how. 


90 Per Cent. of Cars in 
Business 


The answers have been frank, 
varied and illuminating. The com- 
pilation of them shows a high de- 
gree of productivity on the part of 
the car, surprisingly so, when it 
is realized that the public has had 
little education on these possibil- 
ities. 

Car users report that 90 per cent. 
of the cars are used more or less 
for business. The gain in produc- 
tivity from automobile use averages 
57 per cent. Of all the car mileage 
60 per cent. is for business pur- 
poses. 

These figures will likely seem 
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large to the dweller in the large 
city. The rural and small town 
citizen will, however, find them 
conservative. The city banker, for 
instance, whose work is largely 
within office walls, finds com- 
paratively little gain from car 
ownership save that it makes sub- 
urban life convenient. The farmer, 
however, who is the largest car- 
owning class, has use for his car as 
shown in the following typical 
letter : 


“T bought a car in 1914 and 
have used it continually, since I have 
10 to 20 miles to go to market and since 
I have carried all my potatoes, turnips, 
apples, strawberries, 200 gallons maple 
syrup to market. We go to town and 
get flour and grain in two and one-half 
hours. It means a saving of eight-tenths 
of our time and is just as necessary as 
the mowing machine to us.” 


Since average figures are the re- 
sults of varying groups, merchan- 
dising policies should examine the 
separate group figures in order to 
steer a straighter course. The fol- 
lowing table shows the gain in 
business efficiency, 'the per cent. of 
motor mileage in commerce and the 
improved living conditions result- 
ing from the use of the automobile 
by various classes of owners: 


Per Cent. Per Cent. Per Cent. of 
of of Total Owners Im- 
Miles for proving Liv- 
ing Condi- 
tions 


Gain in e 
Efficiency Business 


Class 


Doctors 
Salesmen 


Ranchers . 
Manufacturers 33 
Bankers* .... 33 
Merchants ... 25 
Lawyers ..... 23 
Average of all 

Classes .... 

*The city banker testimony shows a smaller 
per cent. here, whereas the rural banker finds 
a very high degree of productivity in his car. 
It enables him to reach the farmer client and 
to pass on farm and live-stock loans more in- 
telligently, because he can give the collateral 
personal inspection. 

I have gone into these figures in 
detail to show that the business 
side of passenger car appeal com- 
mands a wider range of interest. 
represents a higher per cent. of 
usage than the recreational. Armed 
with these facts the car salesman 
can see that he has a new army of 


prospects. 


| ....104 84 34 
88 60 
Farmers .... 68 78 43 
Builders ..... 51 64 51 
|_| 
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There is a large correspondence 
school, for instance, which has 
hundreds of solicitors. Its books 
show that their agents who own 
cars turn in much heavier sales 
sheets than those who depend on 
other means of transportation. Yet 
a large number of their represen- 
tatives are without automobiles. 
There is a field for some enter- 
prising seller. 

This is but one instance of the 
opportunities open for the trade 
merchandising of cars. Mr. Park 
Mathewson of the Business Bourse, 
writing in Forbes Magazine, esti- 
mates the number of families who 
might own cars and do not at 
9,330,000. Colonel John W. Pren- 
tiss of Hornblower & Weeks be- 
lieves that the United States will 
nearly quadruple its registration 
until 30,000,000 cars are traveling 
the highways. Certainly, there re- 
mains a wide market for cars 
through exports, the increase in 
population, and especially the sell- 
ing of cars to business houses for 
the use of their sales forces, to 
farmers, to home owners that they 
may live in suburban areas with 
lower rents, and to the business 
man on the appeal of increasing 
his personal efficiency. 
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Replacement Business 
Over 2,000,000 Yearly 


The industry will have to plan to 
look after its old customers in ad- 
dition to caring for the new mar- 
ket. Replacements alone will call 
for over 2,000,000 cars. If the life 
of the car is figured as five years, 
those in use in 1915 would now be 
going to the scrap heap. There 
were 2,445,664 motor vehicles in 
use in 1915. Many of these, to be 
sure, were old cars at that time 
and have already been replaced. 
On the other hand, there will be a 
quantity of cars of later models 
which will have served their pur- 
pose or which the owners wish to 
turn in for newer models. 

But the banker does not ask of an 
industry the single question: What 
are your plans for tomorrow? He 
also asks: How do your plans af- 
fect your neighbor? And, in times 
of stress, How essential are you? 

On the question of essentiality 


the same Dr. Johnson as quoted. 


above took a brave stand. 

“A man must live,” pleaded some 
unfortunate in trying to excuse a 
misdeed. 

“T fail to see the necessity, sir,” 
the doctor replied. 
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The point at issue should never 
be, Can we do without you? but 
rather, What can we do with your 
aid? 


Creative Value Analyzed 


How much does your industry 
create? is the acid test. 

And on this score the automobile 
can answer briefly with pardonable 
pride: 

Six million eight hundred thou- 
sand car users are increasing their 
efficiency 56.7 per cent. because 
they own automobiles. This means 
a growth in productive force equiv- 
alent to 3,800,000 workers. It 
means that the 2,336,000 farmers 
who own cars have an added effi- 
ciency equal to 1,588,480 hired men, 
for the farmer finds the car in- 
creases his effectiveness 68 per 
cent. 

This contribution of wealth and 
man-power is poured out in vital 
directions. It builds farm crops. 
It multiplies the efficiency of doc- 
tors. It enables the rural financier 
more readily to survey the condi- 
tion of his clients. It helps to keep 
telephone lines in order. In short, 
the automobile is a saver of time, 
and time is wealth. 


Bank Losses Through Under-Insurance 


To the Editor, 


Journal of the American Bankers 
Association. 

Sir: Two banks alone, during the 
past month, have lost approximately 
$428,000 through under-insurance. 

A Michigan bank suffered a 
$300,000 embezzlement by an as- 
sistant cashier. The bank’s blanket 
bond in our company was $50,000. 
The $250,000 excess loss has been 
made up by the bank’s directors. 

Still more recently securities 
worth approximately $203,000 were 
stolen from the vaults of a savings 
fund society in Delaware. The in- 
stitution had been carrying only a 
$25,000 blanket bond. Under-insur- 
ance thus cost it $178,000. 

In another bank case, earlier in 
the year, the loss was $35,000 and 
the insurance $10,000. The under- 
insurance thus was $25,000. 

Statistics regarding under-insur- 
ance by banks were recently made 


public, based upon losses of forty- 
five banks which during the last 
few years were said to have suf- 
fered embezzlements. The total 
coverage of these banks was given 
as $728,000 ; the total embezzlements 
were given as $9,700,000. The total 
excess loss through under-insurance 
thus was estimated at $8,972,000 
and each bank’s average excess loss 
through under-insurance was esti- 
mated at $200,000. One bank was 
said to have incurred a loss of 
$1,140,000 and to have had only 
$10,000 insurance. Another was 
said to have incurred a loss of 
$1,105,000 and to have had only 
$3,000 insurance. One Indiana 
bank was said to have incurred a 
loss of $100,000 and to have had no 


insurance at all. 


Several striking instances of un- 
der-insurance by banks are found 
in our files for the last few years. 
In one national bank case in 1919 


the insurance was $2,000 and the 
loss was $16,710. In two other 
national bank cases in 1919 the com- 
bined insurance totaled $30,000 and 
the combined losses totaled $111,- 
000. In 1916, in nine cases of bank 
embezzlement the total losses were 
$272,000 and the insurance only 
$73,000. In 1915, in seven bank 
embezzlement cases the losses were 
$170,000 and the insurance $48,000. 

Since the amount of the average 
bank embezzlement becomes larger 
every year with the increased cost 
of living, while the amount of the 
average bank’s insurance usually 
remains stationary, the losses of 
banks through under-insurance are 
constantly growing. Progressive 
banks should adjust their insurance 
every year or so to meet this annual 
increase in the possibilities of loss. 


Husert J. Hewitt, 
Secretary The National Surety Co. 


Opinions 


Payment of Check By 
Insolvent Bank 


Where checks drawn 
bank, which subsequently failed, are 
deposited in another bank by the 
payees, forwarded through the 
usual channels, paid by the drawee, 
charged to the respective drawers’ 
accounts and remittance drafts for- 
warded which are dishonored, be- 
cause of failure of the remitting 
bank, the drawers of the original 
checks, according to most of the 
authorities, are discharged by pay- 
ment and the payees of such checks 
are limited to recourse upon the 
failed bank, assuming there is no 
negligence which would make the 
collecting banks responsible. 


From Kansas—We have several cus- 
tomers who are in trouble over the 
collection of items on account of the 
failure of a national bank in Oklahoma, 
which is now in the hands of the 
banking department. The trouble in 
question arises from checks drawn upon 
this bank and given to our customers 
in payment of accounts. The checks 
were then deposited with us and we in 
turn forwarded them to our correspond- 
ent in Kansas City who attempted to 
collect them through the usual channels. 
The checks have been paid by the failed 
bank and charged to the customer’s 
account and their drafts which they 
sent in payment were turned down. We 
have collected the amounts from our 
customers and they in turn are endeavor- 
ing to collect the checks from the makers 
who claim that they will not pay them 
nor issue duplicates unless the original 
checks are returned to them. This of 
course is impossible as they are now in 
the hands of the failed institution. Wish 
you would kindly advise us the legal 
status of the case mentioned above and 
whether or not the payees of these 
checks can compel the makers to reim- 
burse them for same. If there are any 
recent Kansas or Oklahoma decisions 
thereon kindly cite them. 


The question in this case is 
whether the checks which were 
given your customers were paid 
when they were charged to the ac- 
counts of the respective customers 
and remittance drafts sent for the 
proceeds, so that the drawers there- 
of would be discharged ; or whether, 
the remittance drafts having been 
dishonored, the checks are not to 
be regarded as finally paid, but as 
dishonored instruments and the 
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payees of such checks, assuming due 
diligence is exercised in their be- 
half, entitled to reimbursement for 
their amount or for the amount of 
the accounts for which such checks 
were given. 

There are one or two cases which 
would seem to indicate that a check, 
though charged to the account of 
the drawer, is not finally paid where 
the remittance draft is dishonored 
but that upon return of such remit- 
tance draft and reclamation of the 
original check, it can be protested 
and the liability of the ‘drawer 
thereon preserved. 

Thus in Kirkham v. Bank of 
America, 58 N. E. (N. Y.) 753, a 
draft on a Kansas bank was pre- 
sented and surrendered and a re- 
mittance check forwarded for which 
the collecting bank, upon receipt, 
credited its customer with the 
amount. The New York Court of 
Appeals held that by such credit it 
conclusively expressed its intention 
to treat the original draft as paid 
and could not revoke the credit 
upon non-payment of the drawee’s 
check. But the court said that 
upon receipt of such remittance 
check it might have withheld the 
credit “until after presentation for 
payment, when, if payment was re- 
fused, it might have caused the 
check to be returned to the South 
Hutchinson Bank, in order that by 
return of the draft and its due pro- 
test for non-payment, the plaintiff’s 
rights upon it should be fully pro- 
tected.” This would indicate a rule 
of law that a check is not finally paid 
by presentation, charge’ to account 
and the sending of a remittance 
draft for the proceeds, but if the lat- 
ter draft is dishonored the original 
check may be reclaimed, protested 
and the liability of the drawer pre- 
served. This view also finds a 
measure of support in Ripley Nat. 
Bank v. Conn. Mut. Life Ins. Co., 
47 S. W. (Mo.) 1, where a bank 
held a note for collection and the 
maker deposited the amount due in 
the bank to his own credit and orally 
instructed the bank to remit the 
amount to the holder. It was held 
that the maker made the bank his 
agent and on its failure to remit 
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could not maintain a plea of pay- 
ment. 

But there are more authorities 
which support the contrary view that 
where a check is presented by mail 
to the drawee bank and charged to 
the account of the drawer it is paid 
and the drawer is discharged, al- 
though the drawee fails to remit or 
his remittance diaft is dishonored. 

In Briggs v. Central Nat. Bank, 
89 N. Y. 182, a check was sent by 
the collecting bank to the drawee, 
charged to the drawer’s account 
and credited to a collection account 
with the collecting bank, which ac- 
count was settled every week. Be- 
fore the.date of settlement the 
drawee failed. It was held that such 
charging and crediting constituted 
payment to the collecting bank, that 
the drawer was discharged and that 
the drawee was- substituted as 
debtor to the collecting bank, which 
was liable to the owner as for a col- 
lection effected. 

In Pinkney v. Kanawha Valley 
Bank, 69 S. E. (W. Va.) 1012, the 
court said that the authorities “hold 
as a general rule that if a collecting 
bank forwards a check directly to 
the drawee bank, and by custom or 
agreement it is authorized to credit 
the collecting bank and remit, or 
settle at stated periods, its receipt of 
the check, debiting it to the drawer 
and crediting it to the collecting 
bank, constitutes payment and ren- 
ders the forwarding bank liable to 
its principal for the amount there- 
of.” 

The case of Winchester Milling 
Co. v. Bank of Winchester, 111 
S. W. (Tenn.) 248, is directly in 
point. The Whitwell Mercantile 
Society drew two checks on the 
Whitwell Savings Bank payable to 
the Winchester Milling Co. and sent 
the checks to the latter on account 
of indebtedness. The checks were 
deposited in the Bank of Winchester 
and forwarded to the American Na- 
tional Bank for collection, which 
forwarded them direct to the 
drawee. The checks were marked 
“Paid” by the drawee, the account 
being good and returned to the 
drawer and the Whitwell Savings 
Bank remitted its own drafts for the 
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proceeds, which were dishonored 
because of its failure. The court 
said: “Was the Whitwell Mercan- 
tile Society (drawer) discharged by 
the settlement just referred to, as 
the result of which the Whitwell 
Savings Bank charged to it the two 
checks in controversy and cancelled 
and surrendered them? We think 
it was. The Whitwell Mercantile 
Society had more than enough 
money on deposit at the time the 
checks arrived to meet and satisfy 
them. The society had no means of 
preventing the application of their 
money to the checks and the cancel- 
lation of the latter. It was not in- 
cumbent upon the society to inquire 
whether the Whitwell Savings Bank 
had authority, since the possession 
of the checks for the purpose of col- 
lection constituted apparent author- 
ity, and it was entirely possible that 
the transmitting bank might have 
sent the checks to the Whitwell Sav- 
ings Bank by consent of the holder. 
Even the holder himself might have 
sent them direct to the Whitwell 
Savings Bank. It was not the duty 
of the society to institute an inquiry 
as to the source from which the 
Whitwell Savings Bank had re- 
ceived the checks; that bank being 
at the time a reputable concern and 
there being nothing to arouse sus- 
picion or put the society upon in- 
quiry. The Whitwell Mercantile 
Society had a right to rely on the 
authority of the Whitwell Savings 
Bank and rightly acquiesced therein. 
As a result of this transaction and 
this acquiescence, the society lost 
in the failure of the Whitwell Sav- 
ings Bank the amount represented 
by the checks; that is, if these 
checks had not been charged up to 
the society and cancelled the society 


-would have drawn out that sum of 


money when it drew out the balance 
of its account on the fifth of the 
month.” 

In Daniel v. St. Louis National 
Bank, 54 S. W. (Ark.) 214, the note 
of a customer was received by the 
bank for collection. The bank had 
instructions of the maker to pay. 
The bank charged the amount to the 
maker and credited the amount to 
the sender. This was held to con- 
stitute payment though the bank 
failed the next day and returned 
the note without indorsing anything 
thereon or accounting for the col- 
lection. Likewise, in Nineteenth 


Ward Bank v. First Nat. Bank of 


South Weymouth, 67 N. E. (Mass.) 
670, the note of a customer was re- 
ceived by a bank for collection and 
the bank had instructions of the 
maker to pay. On the day of ma- 
turity the cashier drew a check to 
the order of the sending bank for 
the amount, made a memorandum 
thereof on a block, wrote on the face 
of the’ note in the name of the col- 
lecting bank that it was paid and 
perforated it and put it on the files. 
The cashier was then notified of the 
maker’s ihsolvency. It was held 
that the note was paid, nothing re- 
maining to be done but entries on 
the books and remission of the pro- 
ceeds. 

I am aware of no decisions upon 
the precise point in Kansas or in 
Oklahoma. But in the light of the 
above authorities and in view of 
general principles of law which 
would have a bearing, I think it 
would be held that the checks in 
this case were paid when they were 
received by the drawee and charged 
to the accounts of the respective 
drawers; that thereupon the draw- 
ers were discharged from liability 
and the payees thereof were there- 
after limited to recourse upon the 
failed bank, assuming there was no 
negligence which would make the 
collecting banks responsible. 

There is a general rule that the 
mere giving of a check is not abso- 
lute, but only provisional, payment 
of a debt and, where dishonored, the 
drawer remains liable; but it is 
doubtful if this rule would apply 
to the present case, for it would 
seem that the checks given your cus- 
tomers were not dishonored, but 
paid on presentation by charge to 
account and remittance of proceeds. 

The Negotiable Instruments Act 
contains a provision that “where the 
holder of a check procures it to be 
accepted or certified, the drawer and 
all indorsers are discharged from 
liability thereon.” (Sec. 188.) This 
rule is based upon the theory that 
the holder when.he presents a check 
for payment is entitled to receive 
the money and if, instead of taking 
cash, he accepts the bank’s own 
obligation in the form of a certified 
check, he should be relieved of fur- 
ther risk of payment by the bank. 
There is a certain analogy between 
this and the presentation of a check 
by mail and the taking of the 
drawee’s remittance draft in pay- 
ment. The holder is entitled to 
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receive the money at the counter, 
according to the contract with the 
drawer evidenced by the check, and 
if the holder, instead of receiving 
money, makes some other arrange- 
ment with the bank for settlement, 
as by taking the drawee’s remittance 
draft, this, under the law, would 
seem to operate as a discharge of the 
drawer. The holder, instead of tak- 
ing money, accepts the drawee’s 
draft and assumes the risk of its 
collection. True, when the drawer 
mails his check to a distant creditor 
he knows the latter will be required 
to present it from a distance and 
that the only practicable way of ob- 
taining payment is by bill of ex- 
change and not the receipt of cash 
at the drawee’s counter; but the 
holder by accepting such distant 
check assumes this burden. 

In the light of the authorities 
cited above, therefore, I think it 
would be held in the case stated that 
the checks given your customers 
were paid when they were charged 
to the accounts of the respective 
drawers against sufficient funds; 
that thereupon the drawee became 
debtor of, or collecting and remit- 
ting agent for, the holders of such 
checks and that the risk of loss de- 
volved upon such holders. 


Certification Subject 
to Garnishment 


Where a depositor’s account is 
garnished and the attorney for the 
depositor requests the bank to cer- 
tify a check on the account subject 
to the garnishment so that if vacated 
the certified check would take 
priority over a subsequent garnish- 
ment, refusal of the bank to so cer- 
tify is within the bank’s rights and 
proper, for a bank is not obliged to 
certify a check in any event and the 
propriety of such a method of aid- 
ing a depositor to withdraw his 
deposit from future seizure is ques- 
tionable—Question considered as to 
respective rights to deposit of as- 
signee of check so certified and 
subsequent attaching creditor. 


From Wisconsin—One of our check- 
ing accounts was garnisheed and sum- 
mons served on us October 11. Attorney 
for the garnishee defendant asked us 
to certify a check on the account, after 
the summons had been served for two 


. or three days, and make the certification 


496 


“Subject to a certain Garnish- 
ment, served October 11, 1920, in 
the Civil Court of —————— 
County, in the suit, etc., etc.” 


He claimed that he thought he could 
get the original garnishment rescinded 
or thrown out on some technicality in 
which event the above certification would 
assume priority over any subsequent gar- 
nishment, in the same suit, even if the 
later garnishment were served 10 min- 
utes after the above “qualified” certifica- 
tion had been made by the bank. We 
refused to certify the check as requested, 
although this attorney strongly intimated 
a certification of that kind was common 
practice in garnishment proceedings, and 
we would very much appreciate your 
opinion. 


Certification of a check in any 
event is optional with the bank and 
I think the refusal of the bank to 
certify a check upon a deposit which 
has been garnisheed, making the 
certification subject to the described 
garnishment, was perfectly proper. 
I do not know that such kind of 
certification is common practice. 
Where a bank certifies a check in 
the ordinary course of business for 
the drawer or for a holder there is 
some legitimate business need or 
reason underlying the request for 
certification ; but in a case like the 
present the depositor, through his 
attorney, is simply seeking to place 
his deposit beyond the reach of his 
creditors and is asking the bank to 
‘aid in such attempt. 

A check so certified would not be 
a negotiable instrument but a prom- 
ise to pay conditioned upon the 
fund being released from the de- 
scribed garnishment. In the event 
of release of the prior and service 
of a subsequent garnishment, ques- 
tions might arise over conflicting 
claims to the deposit by the subse- 
quent garnishing creditor and the 
holder of the check. Assuming the 
check was certified for the drawer 
and assigned by him and notice of 
the assignment given to the bank 
prior to the service of the subse- 
quent writ of garnishment, there 
would be an assignment of the fund 
which would probably entitle the 
holder of the check to priority. 
Where notice of a valid assignment 
is given the garnishee before the 
garnishment is served upon him, the 
assignment is complete and entitled 
to priority and the garnishee admits 
indebtedness to the assignor at his 
peril. (Kitzinger v. Beck, 4 Colo. 


App. 206; El Reno Foundry & Ma- 
chine Co. v. Western Ice Co. (Okla. 
1915), 153 Pac. 1107; La Barre v. 
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Doney, 53 Pa. Super. Ct. 435; 
Welch v. Renfro, 42 Tex. Civ. App. 
460.) 

In Stannard v. Youmans, 110 
Wis. 375, it was said: “It is quite 
well settled that the discharge of a 
garnishee by a court of competent 
jurisdiction releases the equitable 
lien created by the garnishment, and 
protects the garnishee in disposing 
of the property in his hands after 
such judgment and prior to its re- 
versal upon appeal, unless the lien 
be continued by proper order or 
stay of proceedings pending the ap- 
peal. (Rood, Garnishment, §215; 
Maxwell v. Bank of New Rich- 
mond, 101 Wis. 286.) In case there 
has been no such stay, and the gar- 
nishee has disposed of the property 
sought to be reached prior to the 
reversal he should be allowed upon 
new trial to plead such disposition 
as a defense.” See also American 
Nat. Bank v. Douglas (Ark. 1916), 
189 S. W. 161, holding that the dis- 
missal of a proceeding in which a 
bank deposit had been garnished 
renders the deposit subject to check, 
although the bank has been notified 
of an intention to appeal, if no ap- 
peal has actually been taken or 
supersedeas bond given. 

But the question here is not con- 
cerning the validity and legal ef- 
fectiveness of such a method of 
withdrawing a deposit from future 
seizure by creditors but of the 
proper banking practice in such a 
case. So far as my information 
goes the certification of a check sub- 
ject to a certain garnishment is not 
a common practice and I think the 
refusal of the bank in the present 
case to make such kind of certifica- 
tion was proper. 


Set Off of Unmatured 
Mortgage Note 
Against Garnisheed 
Account 


Where the account of a depositor 
is garnisheed, the bank has no right 
to set off an unmatured note of the 
depositor against the account so as 
to defeat the garnishment, except 
that in some states (but not in Wis- 
consin) insolvency of a depositor 
gives the bank a right to set off his 
unmatured paper against his de- 
posit. 
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From Wisconsin—One of our accounts 
subject to check has been garnisheed, 
Can this bank charge a mortgage note 
which matured three days after service 
of the, garnishment against the gar- 
nisheed account? The mortgage note 
is payable to the bank handling the 
account. 

The general rule is that a bank 
has no right to apply a deposit to a 
debt of the depositor until such debt 
matures, in the absence of the con- 
sent of the depositor. (County v, 
Pfeffer, 236 Fed. 183; Bank », 
Crayter, (Ala.) 75 So. 7; Bank v, 
Presnall, (Tex.) 194 S. W. 384; 
Oatman v. Batavian Bank, 77 Wis. 
501, 46 N. W. 881.) 

Under this general rule your bank 
would have no right of set off in the 
case stated, 

Assuming that the depositor 
whose account is garnisheed is in- 
solvent, there are some states in 
which the courts hold that insol- 
vency entitles the bank to set off an 
unmatured note against the insol- 
vent’s account; but in other states, 
including Wisconsin, the contrary is 
held. Thus in Oatman v. Batavian 
Bank, 77 Wis. 501, the court said on 
this point: “It is difficult to see 
why a bank should have this excep- 
tional advantage over an individual 
creditor. By our statute (R. S, 
Sec. 4258) the set-off in all cases 
must be due, and it makes no excep- 
tion in favor of banks or on ac- 
count of insolvency ; and by our law 
of voluntary assignments all cred- 
itors must be treated alike, and their 
rights are fixed at the date of the 
assignment. (Union Nat. Bank v. 
Hicks, 67 Wis. 189.) * * * There 
might be special equities growing 
out of the transaction itself, through 
fraud or matters of trust, that might 
make an exception in favor of a 
bank, but mere insolvency of the 
debtor is no ground for such an 
exception.” (Kinsey v. Ring, 83 
Wis. 536, to the same effect. ) 


Adverse Claim to Deposit— 
Sufficiency of Notice 


B deposits A’s money to his own 
credit, the bank having no notice 
that the money is not B’s. A judg- 
ment creditor of A serves an attach- 
ment notice on the bank against the 
property of A, coupled with inter- 
rogatories asking the bank whether 
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there are funds of A in the name of 
B or any other person in its hands. 
Thereafter the bank pays the de- 
posit to B on his check and then 
makes answer that it paid without 
notice or reason to believe the owner 
was other than B. Then attaching 
creditor afterwards proves the de- 
posit belonged to A, and the bank 
asks as to its liability. Opinion that 
a bank is under duty to honor its 
depositor’s checks until notice of an 
adverse claim of ownership or 
presentation of facts affording rea- 
sonable ground for belief that the 
deposit belongs to another, in which 
event payment to the depositor is at 
its peril; but the mere serving of an 
attachment on funds of A and mak- 
ing inquiry of the bank whether A 
has funds in the name of B or any 
other depositor, without specific no- 
tice of adverse claim of ownership 
of B’s deposit or presentation of 
facts, affording reasonable ground 
for belief that B’s deposit belongs 
to A, is not sufficient to justify the 
bank in refusing to pay B’s check 
on demand. 


From District of Columbia—B having 
possession of A’s money, with or without 
the latter’s consent, deposits it in bank 
to B’s individual credit, the bank having 
no notice that the ownership is in any 
other than B, its depositor. In a suit 
by X against A, judgment is rendered 
against defendant. An attachment 
against the effects of A is issued on 
this judgment, and is served on the bank, 
with notice to the bank that the property 
and credits of A are thereby seized. At 
the same time of the service of the 
attachment on the bank interrogatories 
addressed to the bank are served, asking 
whether there are any effects or credits 
of A, in the name of B or any other 
person, in its hands. After such notice, 
but before answering the interrogatories, 
the depositor, B, appears personally, 
draws a check for the amount of the 
deposit, and the bank pays this check. 
The bank’s answer to interrogatories sets 
forth the deposit but shows or alleges 
that it paid its depositor without notice 
or reason to believe that the ownership 
of the fund was in any one other than 
the depositor. X, on his motion against 
the bank to condemn the deposit, proves 
that the real ownership of the fund was 
in A. Should the bank now be made 
to pay the amount of the deposit to X, 
or to the court, or was it right in paying 
its depositor’s check? 


The law presumes that a deposit 
belongs to the person in whose name 
it is entered and the bank is in duty 
bound to honor his checks until the 
fund is claimed by some other per- 
son. (Nehawka Bank v. Ingersoll, 
2 Neb. [Unof.] 617, 623; McEwen 
v. Davis, 39 Ind. 109.) 


But a contract to redeliver the de- 
posit upon the depositor’s order 
does not justify the bank, after no- 
tice has been given by another of 
his ownership, in disregarding such 
notice and payment is then made to 
the depositor or his order at the 
bank’s peril. Pearce v. Dill, 149 
Ind. 136, in which case the court 
said: “That one upon receiving a 
deposit has contracted to redeliver 
it to the depositor does not justify 
such a redelivery after notice that 
the deposit is the property of a third 
person and the true owner may, by 
taking proper measures, compel its 
delivery or payment to himself.” 

But it has been held that the 
claimant must assert his right within 
a reasonable time or else he will be 
estopped. Thus in Drumm-Flato 
Commission Co. v. Gerlach Bank, 
92 Mo. App. 326, the proceeds of a 
sale of cattle were deposited in bank 
as the property of B and such de- 
posit was thereafter claimed by A 
as the mortgagee of the cattle and 
the bank notified of such claim. It 
was held the bank was only required 
under such notice to hold the de- 
posit a reasonable time to allow A 
to take legal steps to enforce his 
claim and not for a time sufficient 
to enable A to investigate his rights 
to the deposit and bring suit against 
the bank to enforce the same. 

And in Jaselli v. Riggs Nat. Bank, 
36 App. D. C. 159, it was held that 
while the bank, upon notice that a 
third party claims to be the real 
owner of the money deposited, after 
satisfying itself that the claim is 
made in good faith—that is, that 
there is some real foundation or 
justification for it—would have the 
right to retain out of the deposit a 
sum sufficient to meet such claim, 
it must exercise diligence in notify- 
ing its customer of the adverse claim 
and of its intention to protect itself 
by retaining out of the amount 
standing to his credit a sum suffi- 
cient to meet the claim, and negli- 
gence in that regard resulting in in- 
jury to the depositor will render 
the bank liable to him. 

Also, in the case of adverse claim- 
ants to a deposit, a bank may be 
able to secure itself from future loss 
by securing a bond of indemnity 
from the person to whom it makes 
payment; but in the event of its in- 
ability to adjust the matter so as to 
insure safety to the bank and it has 
reason to believe that the adverse 
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claim is well founded, it has been 
held in some cases that it may resort 
to a bill of interpleader. (Bell v. 
Hunt, 3 Barb. Ch. [N. Y.] 391; 
Jaselli v. Riggs National Bank, 
supra.) 

{n the above a brief review has 
been attempted of the law upon the 
subject of adverse claim to a de- 
posit. 

Coming to the case presented by 
you, had your bank been served 
with notice that claim was made to 
the money on deposit to the credit 
of B as the property of A, or had it 
been supplied with facts giving it 
reason to believe that an adverse 
claim to the deposit of B as the 
property of A was well founded, its 
payment thereafter of the check of 
B without investigating the validity 
of the adverse claim would have 
been at its peril. But I doubt very 
much if the notice served was suf- 
ficient to place such responsibility 
on the bank. What was done was 
to serve an attachment on the bank 
seizing any property of A in its 
possession, coupled with the service 
of interrogatories asking if any ef- 
fects or credits of A, in the name of 
B or any other person, were in its 
hands. So far as the bank’s knowl- 
edge extended, it had no effects or 
credits of A in its possession and 
it was simply asked for information 
whether it had any money of A to 
the credit of B or any other person. 
This would indicate a mere suspi- 
cion that there might be money of A 
to the credit of B or some other de- 
positor and the bank was asked 
whether such suspicion was well 
founded. In the absence of the 
presentation to the bank of facts 
affording some tangible ground for 
such suspicion, I doubt very much 
whether such an inquiry would be 
held sufficient to oblige the bank to 
refuse the payment of checks to its 
depositors pending an investigation 
and if the notice was insufficient, 
the subsequent proof that the real 
ownership of the fund was in A and 
not in B would not make the bank 
responsible. 

Banks are under duty to pay the 
checks of depositors and are re- 
sponsible to them if they refuse 
payment without adequate justifica- 
tion; and while in the face of 
positive notice of an adverse claim 
or notice of facts sufficient to put 
them on inquiry, the payment of 
the checks of a depositor without in- 
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quiry would be at the peril of the 
bank, it would seem that a mere in- 
quiry whether the deposit of B or 
of any other depositor was in reality 
the property of A, supplementing 
an attachment of B’s funds, without 
the presentation of facts showing a 
reasonable ground for an affirmative 
answer to such inquiry, would not 
be sufficient to compel the bank to 
interrupt its ordinary function of 
paying checks, pending an investi- 
gation of its own as to whether the 
inquiry was or was not based on 
reasonable ground or was merely in 
the nature of a fishing excursion. 
In other words, I think the courts 
would make a distinction between 
cases, on the one hand where posi- 
tive notice of adverse claim to a 
particular deposit is made or where 
facts are presented to the bank suf- 
ficient to afford a reasonable ground 
for the belief that the deposit of B 
belongs to A, in which cases pay- 
ment to B without inquiry would be 
at the bank’s peril, and cases on the 
other hand where the creditor, 
serving an attachment against the 
funds of A merely asks whether the 
bank has funds of A to the credit 
of B or of any other depositor, with- 
out giving notice of adverse claim 
to the deposit of B or presenting 
facts sufficient to create the belief 
that funds to the credit of B may 
belong to A. Ina case of this latter 
kind I believe the courts would hold 
that notice of adverse claim was not 
sufficiently definite to be binding on 
the bank. 


Power of Vice-President of 
National Bank to Assign 
or Satisfy Mortgage 


Unless specifically authorized by 
by-law or resolution of the board 
of directors, the vice-president of a 
national bank has no implied or in- 
herent power to assign or satisfy a 
mortgage or execute a warranty 
deed on behalf of the bank. 


From Wisconsin—Can a vice-president 
of a national bank sign all papers on 
behalf of the bank (with the exception 
of the comptroller’s report), more es- 
pecially—can he sign a satisfaction of 
mortgage, an assignment of mortgage 
or a warranty deed? 


The National Banking Act does 
not specify the powers of the presi- 


dent, vice-president or cashier of a 
national bank. They are held, 
therefore, to have only such powers 
as are inherent in such positions by 
the very nature of things. 

It has been held that the president 
of a bank, unless specially empow- 
ered, cannot enter into contracts or 
agreements on behalf of the corpo- 
ration. (Robertson v. Buffalo Co. 
Nat. Bank, 40 Neb. 235; Peoples 
Bank v. Bennett, 159 Mo. App. 1, 
139 S. W. 219 [holding that the 
president has no implied power to 
lease the bank’s real estate or can- 
cel leases, or to enter into new ones 
for it as lessee] ; Arbogast v. Amer- 
ican Exch. Nat. Bank, 125 Fed. 
518). And, a fortiori, this rule 
would apply to a vice-president of a 
bank. 

Thus, it has been held that with 
respect to the power to borrow 
money for a bank that in the ab- 
sence of special authority, conferred 
either by by-law or resolution of 
the directors, such authority does 
not appertain to the office of vice- 
president, but remains with the di- 
rectors. (Western Nat. Bank v. 
Armstrong, 152 U. S. 346.) 

But if the directors choose to do 
so, they may expressly confer such 
authority by a by-law. (Armstrong 
v. Chemical Nat. Bank, 83 Fed. 
556.) 

However, it has been held that the 
vice-president of a bank, where act- 
ing as its chief executive officer, has 
power to guarantee the payment of 
a note on transferring it (People’s 
Bank v. National Bank, 101 U. S. 
181, where the court said: “It is to 
be presumed the vice-president had 
rightfully the power he assumed to 
exercise, and the defendant is 
estopped to deny it.”) to offer 
paper for discount (St. John’s Nat. 
Bank v. Steel, 135 Mich. 165) and 
to make a loan for the bank. (Nat. 
Bank of North America v. Thomas, 
30 R. I. 294). 

But it has been held that such 
officer has no authority to execute 
a deed for the bank, without au- 
thority of the directors. (Hanson 
v. Heard, 69 N. H. 190.) 

With reference to your specific 
inquiry, as to the authority of the 
vice-president of a national bank 
to sign papers for the bank, specific- 
ally, to execute satisfaction of a 
mortgage, assignment of a mort- 
gage, or a warranty deed, attention 
is called to the fact that the cashier 
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is ordinarily the executive officer of 
the bank who transacts its daily 
affairs and through whom all of its 
financial operations are conducted 
(Warner v. Penover, 91 Fed. 587; 
Monmouth First Nat. Bank v, 
Brooks, 22 Ill. App. 238; Ziegler v, 
Allentown First Nat. Bank, 93 Pa. 
St. 393), and in the absence of a 
by-law or special resolution of the 
board of directors to that effect, I 
do not think that the vice-president 
of a national bank could perform 
any of the functions above enume- 
rated. 


Forged Indorsement on 
Check to A or Bearer 


A check was issued to A or 
bearer. A lost same and the finder 
indorsed A’s name and negotiated 
the check to B, who indorsed to C 
guaranteeing prior indorsements, 
and the drawee paid the check to C, 
overlooking a stop payment order. 
Opinion: The check was payable to 
bearer under the Negotiable. Instru- 
ments Act and notwithstanding the 
forgery of the indorsement con- 
tinued negotiable by delivery; hence 
B was a holder in due course en- 
titled to payment and the money is 
not recoverable by the drawee from 
C nor by C from B, but the payment 
is chargeable to the drawer, as the 
overlooking of the stop order re- 
sulted in no damage to him, and the 
loss falls on A to whom the check 
was given. 


From Pennsylvania—On September 
22, 1920, the —— Company issued 
a check for wages due, payable to Thos. 
B or Bearer, for $69.50. This 
check was cashed by a party who claimed 
to be Thos. B and who indorsed 
this check Thos. B and received 
the money for same from X & Y, 


who placed their indorsement stamp on 


this check reading as follows: 


Pay to the Order of the 
Trust Company, 


Pa. 
All prior endorsements guaranteed. 
X & Y. 


This check was then deposited with 
the Trust Company on Sep- 
tember 23, who in turn sent it through 
the Clearing House to us. We paid 
this check and charged the 
Company’s account with this amount. 
The Company had issued a 
“stop payment” on this check and same 
was overlooked by us and check was 
paid. Mr. Thos. B makes an 
affidavit saying that he received this 
check from the Company and 
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that same was either stolen from his 
coat or lost and that he did not receive 
payment thereon and that the check was 
not indorsed by him. Kindly inform 
us if we cannot collect this amount from 
the Trust Company and if they 
in turn cannot collect it from X & Y, 
as Mr. Thos. B————— claims that his 
name indorsed on this check is a forgery. 


The fundamental question in this 
case, it seems to me, is whether X 
& Y took good title to this check 
from the finder or thief who in- 
dorsed the name of Thos. B 
thereon. If so, they were entitled 
to collect it and would not be liable 
to refund to the Trust Com- 
pany nor the latter to your bank. 

This check was payable to bearer 
and was negotiable by delivery. 
Section 9 of the Negotiable Instru- 
ments Act provides that “the instru- 
ment is payable to bearer * * * 2. 
when it is payable to a person named 
therein or bearer.” Section 30 pro- 
vides “if payable to bearer it is ne- 
gotiated by delivery.” The check 
in question was made jayable to 
Thomas B or bearer; hence 
was payable to bearer and did not 
require indorsement. Had the real 
Thomas B placed his name on 
it, without more, this would have 
been an indorsement in blank and 
would not have changed its bearer 
character, and if the real Thomas 
B—— had indorsed it specially to 
some specified payee, even then it 
would continue payable to bearer 
and negotiable by delivery, for 
Section 40 of the Negotiable Instru- 
ments Act provides: “Where an 
instrument, payable to bearer, is in- 
dorsed specially, it may nevertheless 
be further negotiated by delivery ; 
but the person indorsing specially 
is liable as indorser to only such 
holders as make title through his 
indorsement.” 


But the real Thomas B did 
not indorse it; the finder or thief 
indorsed it in his name. The in- 
strument being payable to bearer, 
however, indorsement not 
necessary to transfer title and it 
would seem that X & Y, who paid 
the cash thereon, without so far as 
appears notice of any suspicious cir- 
cumstances, took a good title as 
holders in due course, and could 
have enforced it against the drawer 
for the full amount, had the instru- 
ment not been paid by the bank. In 
purchasing the check they doubtless 
assumed that they were acquiring 
title under the indorsement of the 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


payee, for they guaranteed same 
and, of course, if the instrument had 
been payable to order of the payee 
and had not contained the words 
“or bearer” they would have ac- 
quired no title and would have been 
liable to refund; but the check, de- 
spite the indorsement, was still pay- 
able to bearer and negotiable by 
delivery,and I think it would be held 
that they were holders in due course 
of a bearer check. If this conclu- 
sion is correct, then they were en- 
titled to payment and your bank, as 
drawee, would have no ground for 
recovery of the money. 

As to your right to charge the 
amount to your customer, the 
drawer of the check, while it is true 
that you paid the amount contrary 
to an instruction not to pay, still 
having paid the money on a bearer 
check upon which, if not paid, the 
drawer would have been compelled 
to pay to a holder in due course, 
such violation of instruction did not 
result in any damage to your cus- 
tomer and I think the amount would 
be chargeable to its account. 

It seems to me the loser in this 
case is the man to whom the check 
was given. He accepted a check for 
wages, payable to bearer, and ne- 
gotiable from hand to hand as if it 
was so much currency, and the loss, 
it would seem, should properly be 
borne by him. 


Disqualification of Judge 
Who is Bank Officer 


Justice of the peace who is vice- 
president of a bank is disqualified 
from acting as judge in a suit in 
which the bank is a party. 


From Arkansas—Our vice-president, 
who is in other business and not active 
in the management of the bank, is justice 
of peace in this township. Will you 
please advise, if in your opinion, it 
would be proper and legal for us to 
bring small suits in his court. 


It is a general maxim that no per- 
son can sit as a judge in any cause 
in which he is a party or in which 
he is interested. 

It has been held in a number of 
cases that a judge,who is a stock- 
holder or director in a corporation 
is disqualified to act in any pro- 
ceeding in which such corporation 
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is interested. (Adams v. Minor, 
53 Pac. (Cal.) 815; King v. Thomp- 
son, 59 Ga. 380.) 

The constitution of Arkansas pro- 
vides: “No judge or justice shall 
preside in the trial of any cause in 
the event of which he may be in- 
terested, or where either of the par- 
ties shall be connected with him by 
consanguinity or affinity within 
such degree as may be prescribed by 
law, or in which he may have been 
of counsel or have presided in any 
inferior court.” 

The Supreme Court of Arkansas, 
in Ferrell v. Keel, 146 S. W. 494, 
construing the constitutional provi- 
sion, said: “The question of the 
amount of the interest of a judge 
in the litigation is not material. It 
must be direct, and not too remote; 
but if he has an interest, however 
small, he is disqualified. The con- 
stitution does not undertake to 
measure the extent of the interest 
which disqualifies, but declares in 
plain terms that no judge or justice 
shall preside in the trial of any 
cause ‘in the event of which he may 
be interested” * * * It is a 
delicate duty for a judge, conscious 
of his desire to do justice in every 
case, and at the same time anxious 
to preserve respect for his court, to 
decide a doubtful question of his 
own qualification to sit in a given 
case. He may, even in spite of ad- 
verse criticism, sometimes be forced 
to serve because the circumstances 
afford no grounds of legal disquali- 
fication, when his personal prefer- 
ence would be to give place to 
another. In such event he must 
face his duty and discharge it, re- 
gardless of criticism. But where 
he has an interest, however small, 
in the result of the litigation, which 
disqualifies according to the spirit 
of the law, a technical construction 
of the letter of the law must not be 
resorted to, that disqualification 
may be avoided.” 

In the light of the above, if the 
vice-president of the bank in ques- 
tion is a stockholder of the institu- 
tion, he is undoubtedly disqualified 
by reason of his pecuniary interest ; 
but even on the assumption that the 
vice-president is not a stockholder 
and receives only a nominal com- 
pensation from the bank, it would 
seem from his position he would be 
disqualified to sit as a judge in a 
cause in which the bank was a 


party. 
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Smith’s Check for Shoes 


An Object Lesson Furnished by the Committees on Exchange 
of the American Bankers Association and 
the State Bank Division 


O much of the discussion of 
exchange charges as opposed 

to “par clearance” has been 
in technical terms that laymen 
have been more confused than en- 
lightened thereby. The aim of this 
article, then, is to present this 
question so that the average busi- 
ness man may readily grasp the 
merits of the controversy. 

Let us take a typical case of the 
use of a check from the beginning 
to the end of the transaction of 
which it is a part. 

Smith & Company of Bartow, 
Georgia, are merchants. They are 
well rated and their business is de- 
sirable. They handle shoes among 
other things. Calling on them in 
an effort to get their business are 
the salesmen of wholesale shoe 
dealers in many cities. Savannah, 
Atlanta, Richmond, Lynchburg, 
Boston and St. Louis and perhaps 
many other cities compete for their 
trade. Competition is keen, but 
the Brown Shoe Company of St. 
Louis, for example, gets the busi- 
ness. They get an order for, say, 
$2,000 worth of shoes. The terms 
and the discounts are agreed upon 
but not one word is said about the 
bill being payable in St. Louis, or 
in New York or Richmond or any 
other particular kind of exchange. 
Competition for the orders of 
Smith is too stiff for that. Prob- 
ably the cash discount for payment 
within the specified time is as much 
as 5 per cent., so one tenth of 1 per 
cent. exchange is relatively too 
small a matter to make a point of; 
and anyway the shoe company has 
included this item of exchange in 
its “overhead” in computing its 
cost on the shoes, and bills it back 
to Smith probably hidden in some 
manner in the invoice. 

Smith does business with the 
Bartow bank and his check on that 
bank is good and has always been 
readily accepted by all of those 
from whom he buys goods. If St. 
Louis should refuse to accept 
Smith’s local check, Atlanta, Sa- 
vannah, Richmond or Lynchburg 


will, and so competition forced St. 
Louis to*do so. The one eighth or 
one tenth of 1 per cent. exchange 
is insignificant compared with the 
amount of the bill or the profit to 
be made by the shoe company on 
the order. 

So the shoe company says noth- 
ing about how the bill is to be paid, 
well knowing that Smith,in accord- 
ance with universal custom in such 
cases, will send his local check 
when the time comes to pay. 

Smith, being a merchant in a 
country town, buys cotton. He has 
sold a shipment of cotton and 
drawn on the purchasing factor in 
Savannah with bill of lading at- 
tached to his draft. He deposited 
that draft in the Bartow bank to 
his account and got immediate 
credit. The Bartow bank sent the 
draft to its Savannah correspondent 
for presentation and collection and 
credit to its Savannah account; but 
two or three days or perhaps a 
week elapse before the shipment of 
cotton reaches the port and the 
factor pays the draft. When it is 
paid the funds become available to 
the Bartow bank but are in Savan- 
nah. In the meantime the Bartow 
bank has “absorbed the float” and 
allowed Smith immediate use of the 
funds in Bartow. That is, the bank 
has advanced out of its own funds 
the amount of the draft and made 
it .available to Smith before his 
draft was paid, and has done it 
without charge. 

Could any bank in good con- 
science be asked to do more for its 
customer ? 

Now in the meantime Smith’s bill 
for $2,000 with the Brown Shoe 
Company has matured, and he has 
sent them his local check on Bartow 
to pay it, less the discount, as they 
knew he would when they sold him 
the shoes. That check is payable at 
the Bartow bank and nowhere else. 
Does the Brown Shoe Company re- 
fuse the check and write Smith and 
demand St. Louis exchange on the 
ground that the bill is due in St. 
Louis? They do not. They send him 
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a receipt and thank him for his re- 
mittance and express the hope that 
they may be fortunate enough to 
get more of his business. 

But the money to pay this check 
is in Bartow, and the Brown Shoe 
Company is in St. Louis. The check 
is merely an order to pay at the 
bank in Bartow, and to be of any 
use to them it must be moved to St. 
Louis. 

Up to this point the Bartow bank 
has been no party to the shoe trans- 
action—had no part nor interest in 
it—knew nothing of it in fact. The 
Brown Shoe Company is not a cus- 
tomer of the Bartow bank. 

Still the fact remains that the 
check is in St. Louis and the money 
is in the bank at Bartow. To get 
this money, then, the Brown Shoe 
Company must adopt one of two 
courses. It must go after the 
money or it must have it sent. The 
first is impractical, so the second 
is adopted. But this fact must be 
made clear and not lost sight of— 
the duty and burden of getting the 
money from Bartow to St. Louis is 
on the shoe company. So is the 
inseparable expense. The bank’s 
duty is confined solely to paying the 
check at the bank when it is prop- 
erly presented there. 

How does the Brown Shoe Com- 
pany go about obtaining this 
money ? 

It can send the check by mail to 
Bartow direct and ask that the pro- 
ceeds be shipped to it by express 
in currency or that it be remitted 
in exchange. But that is the most 
expensive way. But even then the 
bank is under no legal obligation to 
remit it. All it is obliged to do is 
to count out the money and lay it 
on the counter. 

When you ask another to do a 
thing he is not obliged to do, it 
must be either as an accommodation 
or as a service for which you are 
willing to pay. It is optional with 
the party performing the service 
whether or not he will do it at all— 
and he may name the terms on 
which he will perform the service. 
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You may reject the terms if you 
like, but you cannot accept the 
service and refuse to pay a reason- 
able price. 

As the most convenient and eco- 
nomical method of collecting the 
check—that is, getting the money or 
its equivalent from Bartow to St. 
Louis—the shoe company deposits 
the check with its bank so the bank 
will collect the check for them 
through the usual banking channels. 
The St. Louis bank then becomes 
the holder of the check. But it 
holds it in the capacity of collecting 
agent for the Brown Shoe Com- 
pany. Can the St. Louis bank ac- 
quire any rights by reason of hold- 
ing the check superior to or in 
addition to those possessed by the 
shoe company? Does the bank 
not get all its rights in and to the 
check from and through the shoe 
company? Certainly. Can the 
shoe company pass on to the bank 
rights which the company itself did 
not possess? Certainly it cannot. 
The check is still subject to the 
equities between the parties, and 
Smith can stop payment on the 
check in the hands of the bank just 
as he could while it was held by 
the shoe company. When the 
shoe company’s rights in the check 
passed to the bank, so did its duties 
and obligations pass. 

Checks are not money and never 
can be, for a check is merely an 
order, subject to cancellation—an 
executory contract—is not even an 
assignment of the funds in the 
bank, and requires presentation and 
payment to become complete, while 
the mere delivery of money finishes 
the transaction. 


So we see that the St. Louis 
bank which now holds Smith’s 
check is under the same duty to go 
and get the money from the Bartow 
bank which the shoe company 
was. Now the St. Louis bank was 
paid by the shoe company for the 
service and expense of collecting 
Smith’s check in one or both of the 
following ways: 


The .St. Louis bank either 
charged the shoe company a 
straight-out exchange — charge, 
enough or more than enough to pay 
the exchange to the Bartow bank, 
or it gave the shoe company what 
is known as “deferred credit”—that 
is, it withheld the credit from the 
shoe company’s account for four, 
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five or seven days, until the check 
has been actually paid and the pro- 
ceeds returned to St. Louis. Or, 
the shoe company is required to 
keep a large enough collected bal- 
ance with the St. Louis bank, so 
that the value of the use of the de- 
posit to the St. Louis bank is suffi- 
cient to compensate it for the 
service and expense. As a matter 
of fact, the bank probably makes 
both of these requirements. The 
St. Louis bank knows how long it 
is going to take to collect that check 
and how much it is going to cost, 
and makes its’ requirements of the 
shoe company accordingly. There 
can be no question but what the St. 
Louis bank collects pay for all the 
expense and service connected with 
the collection of the check. That is 
certain. Upon the old plan it 
divided this with the remitting 
bank—now it keeps it all—of course 
it favors the plan which makes this 
possible. 

Nor is this an expense to the 
shoe company, because they have 
included this cost as a part of their 
overhead and included it in the cost 
of goods and billed it out in the 
invoice to Smith, and a part of 
Smith’s own check covers this cost. 

The St. Louis bank holding the 
check proceeds to collect it. That 
may be through any one of several 
banking channels. 

It may send it direct to the Bar- 
tow bank for payment and remit- 
tance or it may send it to the same 
destination through its correspond- 
ents and intermediate banks. So 
far as the Bartew bank is con- 
cerned the result is the same. It 
receives the check through the mails 
with request for payment and remit- 
tance. Now this remittance by the 
Bartow bank takes the form of the 
bank’s check on its correspondent 
either in the city from which the 
check was last sent, or upon some 
reserve city, acceptable to the col- 
lecting bank. In any event the 
Bartow bank must do these several 
things which are outside and be- 
yond its contract with Smith to pay 
the check at the bank: 

It must make a record of the 
check and of where it was received 
from. 

It must draw its own check or 
draft in settlement, on an expensive 
form. 
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It must record that draft on its 
books, either singly or as a part of 
a total at least three and often five 
times. 

It must write a letter and keep a 
copy of it, in which to enclose its 
own check, and describe the item. 

It must furnish the form on which 
to write the letter. 

It must furnish envelope, stamp 
and address the envelope. 

It must furnish skilled clerical 
help to do this work, and finally it 
must have furnished the funds and 
maintained the account with a cor- 
respondent in a reserve city solely 
for the purpose of checking on it to 
pay such items. 

It incurs a liability to protest any 
checks that are not good. 

Now who will say that all of this 
does not constitute a valuable and 
expensive service performed by the 
Bartow bank? Whom was it done 
for? For the holder of the check, 
of course, and at his request, cer- 
tainly. Is the last holder of the 
check or any previous holder clear 
back to the shoe company a cus- 
tomer—that is, depositor, in the 
Bartow bank? They are not. They 
are strangers to the Bartow bank. 
Why, then, should the attempt be 
made to force the Bartow bank to 
bear the expense of this operation 
and do this work for nothing? 

This is the heart of the par clear- 
ance controversy. The Bartow 
bank and others in like situation 
deny that any authority has the 
right to force them to perform a 
valuable and expensive service 
against their will for this shoe 
company or any other stranger who 
by chance comes into possession of 
a check drawn on them. They 
maintain that the shoe company 
has no more right to demand this 
free service of them than their 
officers have to demand free shoes 
of the shoe company. Shoes are 
the shoe company’s stock in trade, 
banking service is the bank’s 
stock in trade, and there is no more 
equity in confiscating the one for 
private gain and benefit than there 
is the other. No class of institu- 
tions gives so much free service as 
banks, but surely they should be 
permitted to determine for them- 
selves what services they shall 
donate and to whom. 
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Duty To DEMAND SURRENDER OF NOTE 
BEerorE MAKING PAYMENT— 
CALIFORNIA. 


St. John Whitney, secretary and stock- 
holder of the Leslie Salt Refining Com- 
pany, borrowed $3,000 from the National 
Bank of San Mateo, the money intended 
for the use of his company. The com- 
pany had already borrowed up to the 
limit of its credit. W. M. Roberts, the 
cashier, through fraud, visited Whitney’s 
office and represented that the bank ex- 
aminer was suspicious of the loan be- 
cause of the fact that it exceeded the 
lawful amount allowed to any one bor- 
rower. Upon the cashier’s request 
Whitney delivered a check of the com- 
pany in payment of the note. The check 
was made payable to the cashier instead 
of to the bank, but the cashier failed to 
surrender the note. It developed that 
the cashier deposited the check to cover 
his overdrawn account. The bank 
brought an action against Whitney, re- 
lying upon the possession of the note 
as prima facie evidence of its non-pay- 
ment, and claiming that payment was not 
made to the bank. The bank relies upon 
the rule that, where the maker of a 
promissory note pays an agent who does 
not produce the note, “ the payment is 
at the risk of the maker of the note, 
and if such person were not in fact 
entitled to receive payment of the note, 
the maker must bear the loss, for it is 
his duty to demand production of the 
note before he makes payment.” The 
court rendered judgment in favor of 
Whitney, stating this principle has no 
application here, for the reason that the 
cashier of a bank, by virtue of his office, 
has authority to collect a note due to 
the bank. (National Bank of San Mateo 
v. Whitney, 183 Pac. 789.) 


UnstaMPeD Note Not “CoMPLETE AND 
REGULAR ON Its Face”—Iowa 


A man named Baker, as maker, deliv- 
ered his note of $475 to a man named 
LeGrand, as payee. Both parties agreed 
in writing that no payment should be 
made unless LeGrand first performed 
certain things. The payee transferred 
the note to Lutton, the plaintiff. In an 
action by Lutton on the note the maker 
is able to prove in defense non-per- 
formance by the payee. It is further 
alleged that Lutton has no standing as 
an innocent purchaser because of the 
fact that the note did not bear the neces- 
sary revenue stamps required by law. 
The Federal statute provides for a stamp 
tax on “drafts or checks, payable other- 
wise than at sight or on demand, prom- 
issory notes, except bank notes issued 
for circulation, and for each renewal 
of the same, for a sum not exceeding 
$100, 2 cents; and for each additional 
or fractional part thereof 2 cents.” The 


court held for the maker, stating that 
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such note is not “complete and regular 
on its face” within the meaning of the 
Negotiable Instruments Law, and a pur- 
chaser of such a note is not a holder 
in due course, and must meet any de- 
fense that was good against the payee 
who transferred it. (Lutton v. Baker, 
174 N. W. 599.) 


INDIVIDUAL WHosE NAME APPEARS ON 
Book As STOCKHOLDER Is PRESUMP- 
TIVELY LIABLE FoR ASSESSMENT 
—MINNESOTA 


One Theodore Myhre, owner of a cer- 
tificate of stock in a national bank which 
later became insolvent, delivered it to 
a purchaser who happened to be cashier 
of the bank. The certificate was properly 
indorsed with power of attorney author- 
izing a transfer on the bank books. No 
transfer was in fact made. For three 
years it remained at the bank in a safe 
deposit box together with other papers 
belonging to the bank and the cashier. 
During this time no suggestion was 
made by any officer of the bank that 
the transfer was withheld for any 
reason; nor was the original owner ad- 
vised that a proper transfer had not 
been made, nor in any way thereafter 
treated as a stockhclder or as having 
any interest in the bank. Upon the in- 
solvency of the bank the receiver dis- 
covered that Theodore Myhre’s name 
still appeared on the bank books as 
owner of the stock, and, accordingly, 
levied an assessment of 100% against 
him to discharge the debts of the bank. 
The court held, following the rule stated 
and applied in Whitney v. Butler, 118 
055, 7 Ses. Ce, L. Ed. 
that Myhre neglected no duty resting 
upon him to cause and effect a transfer 
of stock, which he had sold in good 
faith, and that he is not liable for a 
stock assessment. It is true that Myhre 
is presumptively liable as the real owner, 
for there was no transfer on the books, 
but it is necessary for him to show that 
he, as selling stockholder, had done all 
that was reasonably required of him in 
ay a case. Keyes v. Myhre, 173 N. W. 


HyYPoTHECATION OF CUSTOMERS’ SECURI- 
TIES IN VIOLATION OF NEw YorK 
PenaL LAW—NeEw York 


The defendant’s brokerage firm after 
subscribing through a bank for Liberty 
Bonds for its customers and for itself, 
borrowed money from the bank, permit- 
ting the bank to keep the bonds when 
issued as security. Afterwards, when 
the bonds had been paid for by the cus- 
tomers, the firm executed a renewal note 
to the bank, the same bonds remaining 
as security. When the renewal note fell 
due the bonds held by the bank were 
sold to satisfy its lien, and the several 
customers lost their money which they 
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had paid the firm on their bond sub. 
scriptions. The defendant is charged 
with the crime of hypothecating the 
securities. The court held the defendant 
guilty, stating that, although the firm at 
no time had actual possession of the 
bonds, it had constructive possession of 
them. The execution of the renewal 
note constitutes hypothecation of securi- 
ties in its possession within the mean- 
ing of the New York Penal Law, Sec, 
956. People v. Atwater, 128 N. E. 196, 


ERrASuRE OF Worps “IN on CHEck j 


—MINNESOTA 


A contracting company delivered its 
check to one William Hart in payment 
for service rendered, the contract price 
of which was in dispute. The check 
reads: “Pay to William Hart or order, 
in payment of contract in full for paint- 
ing Alexandria “Hotel — $484.37 — four 
hundred eighty four dollars thirty seven 
cents. If not correct, return without 
alteration, stating difference.” Hart re- 
ceived the check, drew a pen line threw 
the words “in full,” and indorsed and 
cashed it. In an action by Hart against 
the company to recover an additional 
$100 on the contract, the defendant as- 
serted that Hart’s claim had been fully 
satisfied when he accepted the check. 
The court decided against Hart, stating 
that receiving and cashing a check which 
shows on its face that it is to be accepted 
as full payment of a disputed claim or 
returned, operates as an accord and 
satisfaction of such claim. Beck Elec- 


tric Co. v. National Cont. Co., 173 N. W. | 
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Joint BANK AccouNT—RIGHTsS OF Sur- 
VIVOR—NEW JERSEY 


Money is deposited in a bank in the 
joint names of mother and daughter, 
who signed and delivered to the bank a 
writing that “this account and all money 
to be credited to it belongs to us as joint 
tenants, and will be the absolute property 
of the survivor of us, either and the 
survivor to draw.” Upon the death of 
the mother, the executor of her estate 
asks the court for instructions as to his 
duty with respect to the deposit. The 
court ruled that the words above used 
were most appropriate for the creation 
of an interest of joint tenancy, and that 
the daughter was entitled to the money. 
New Jersey Title Guarantee & Trust 
Co. v. Archibald, 107 Atl. 472. 


RETAINING DISHONEST EMPLOYEE—LIA- 
BILITY OF DIRECTORS—NEW JERSEY 


An action was brought by the Banking 
Commissioner against the directors of a 
trust company to subject them to liability 
because of their negligent conduct of 
business and their knowingly. retaining 
a dishonest cashier. It was proved that 
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they knew that the cashier had lent 
money in disregard of the by-laws; that 
he had failed to advise with the presi- 
dent, whom he saw daily; that he had 
failed to make the proper entries, not 
from forgetfulness or carelessness, but 
because he intended to conceal what he 
had done; they knew (for they were so 
informed by an examination and by a 
letter from the commissioner) that he 
had done it more than once, and they 
knew, too, that, in doing so, he had 
necessarily either falsified the general 
ledger or caused it to be falsified. The 
argument advanced on behalf of the 
board was that it was composed of busi- 
ness men of excellent reputation, and 
perfectly honest in all they did, and that 
the transaction must have appeared to 
them more as an irregularity than as 
absolute wrong. The court held the di- 
rectors liable for resulting losses, stating 
that, although they were good business 
men and acted in good faith, they were 
guilty of breach of duty under their oath 
provided for in the Trust Company Law. 
Roseville Trust Co. v. Mott, 107 Atl. 462. 


INSTRUMENT ISSUED IN BLANK AS TO 
NAME May Be FILLep Up 
By HoL_pER—KENTUCKY 


The holder brought an action to re- 
cover On a promissory note for $200 
payable “to the order of ........ ~ “ene 
name of the intended payee, H. F. Fin- 
ley, was inserted by the holder after his 
death and seven years after the maturity 
of the note. The maker defended on 
the ground that the insertion of the 
payee’s name was a material alteration 
made without his consent and gave the 
holder no right to enforce the same. The 
court held for the plaintiff, .aying “The 
rule is well settled that the name of the 
payee may be left blank, which makes 
the instrument payable in effect to bearer, 
and in such case the blank may be filled 
in by the holder * * * and the blank 
may be filled up at any time, even at 
_ Finley v. Rose, 224 S. W. 
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TAKING INTEREST IN ADVANCE ON SHORT 
Loan Nor Usury—ArKANSAS 


A note of $4,000 bore 10% interest 
(highest legal rate) per annum from 
date until paid. The holder took out 
$200, the first six months’ interest, in 
advance. In an action on the note usury 
was set up as a defense. The court held 
that the taking of the highest rate of 
interest, in advance, on negotiations hav- 
ing no more than twelve months to run, 
isnot usury. Cain v. Stacy, 225 S. W. 18. 


ACCEPTEANCE OF CHECK BY WIRE IS 
VaLip—LOovuISIANA 


Henry Blumenthal deposited in his 
bank a check for $2,555, drawn by E. A. 
Pharr on the First National Bank. The 
bank of deposit allowed Bfumenthal to 
draw against this amount, relying on the 
following telegram: “To Henry Blu- 
menthal, Woodville, Mass. Mr. E. A. 
Pharr states he gave you check on us 
twenty-five hundred fifty five dollars for 


seventy three cows and ten calves. We 
will protect this check. Mr. Pharr re- 
quests that you mail bill of lading to us 
as he is in the country. (Signed) First 
National Bank.” Upon Pharr’s instruc- 
tions the drawee bank refused to honor 
the check. The court held that the 
drawee was bound by its telegram of 
acceptance, stating that the words “We 
will protect this check” constituted an 
unqualified acceptance. Commercial 
Bank v. First Nat. Bank, 86 So. 342. 


Trust Company Coutp Nor EXERCISE 
DISCRETIONARY PowERs IN STATED 
CasE—MIssISSIPPI 


John Ragland executed his will, ap- 
pointing two friends as executors, giving 
them “power to sell any part of said real 
estate and invest the proceeds in other 
real estate, provided they deem it ad- 
visable.” Upon the death of the execu- 
tors, the Virginia Trust Company suc- 
ceeded by court appointment as executor. 
The real estate in question was sold by 
the company under the abov: power of 
sale. In an action to set aside the sale, 
the court held that the trust company 
could not exercise the power of sale, 
stating that “the power to sell the lands 
was given because of the confidence of 
the testator in the original trustees and 
where the exercise of a power is not 
necessary in the execution of a trust, as 
is the case here, and rests in the discre- 
tion of the trustee, it must be deemed 
prima facie to be based upon personal 
confidence in the trustee named in the 
instrument by which the. trust was 
created.” Virginia Trust Co. v. Buford, 
86 So. 356. 


Bank Nort JusTIFIED IN REFUSING Pay- 
MENT ON AMBIGUOUS CHECK— 
WEST VIRGINIA 


The amount of a check in ..gures was 
given as “$365.00,” but the words writ- 
ten out in the body of the check were 
“Three sixty five dollars.” It was ar- 
gued that the bank on which such check 
was drawn could refuse payment be 
cause of the apparent irregularity. The 
court ruled that “This defect would not 
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justify the bank in refusing payment of 
the check, for the Negotiable Instru- 
ments Law provides that, where there 
is an ambiguity in the written language 
of an instrument such as this, the figures 
will be looked to to determine what was 
intended.” Nuzum v. Sheppard, 104 S. 
587. 


ConstructivE Notice To A BANK OF 
Fact Known To A Directror— 
NortH DAKOTA 


W. J. Carroll executed and delivered 
his promissory note of $502 payable to 
E. D. Coleman, a bank director. The 
note was indorsed by the latter to his 
own bank, which as owner and holder 
brought an action against the maker for 
the amount. Carroll defended on the 
ground that Coleman had not paid full 
consideration for the note and that it 
was impossible for the bank to be a 
holder in due course because the bank 
is presumed to have constructive notice 
of this fact known to one of its directors. 
The court held that a corporation can- 
not be charged with knowledge of facts 
known only to a single director. The 
rule of constructive notice can be ap- 
plied to officers who share in the control 
and management of the bank, and to the 
directors when they act as a board and 
not individually. First Nat. Bank v. Car- 
roll, 179 N. W. 664. 


Succession Tax Imposep Upon Joint 
Account IN ForeicGn STaTE— 
New York 


A New York resident having an ac- 
count in a Massachusetts bank changed 
the same to a joint account for himself 
and wife. Upon his death the New York 
appraiser fixed a tax upon one half the 
deposit in accordance with the Inheri- 
tance Tax Law of New York. The court 
held that the tax should be imposed, that 
foreign debts have their situs at the 
domicile of the last owner; also it 
would defeat the purpose of the Tax 
Law to.allow a New York resident to 
escape succession taxes by making de- 
posits in a bank in a foreign state. In 
re Lydig’s Estate, 184 N. Y. Supp. 542. 


George Lewis Resigns 


GEORGE LEWIS, editor of the 

JouRNAL OF THE AMERICAN 
BANKERS ASSOCIATION, re- 
signed to become associated with 
the Commercial Printing Company 
of New York City. Mr. Lewis has 
been editor and business manager 
of the Association JouRNAL during 
the past two years, previous to 
which time he was associate editor. 
His service with the Association has 


covered a period of over five years, 
during which he has established an 
enviable reputation for journalistic 
ability and conscientious work. The 
executive officers of the Association 
accepted Mr. Lewis’s resignation 
with regret and best wishes for long 
life and prosperity in his new field 
of activity. Each and all of his as- 
sociates at 5 Nassau Street regard 
his departure as a personal loss. 
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State Bank Division 
Trust Departments in State Banks 


NUMBER of states have 
Ages! laws authorizing state 

banks to exercise trust func- 

tions, and similar legislation 
is under consideration in other 
states. In certain states where trust 
companies are at present prohibited 
from doing a banking business 
there are various propositions to 
remove such restrictions. The ten- 
dency is to authorize all kinds of 
banks to do all kinds of business, 
and the problems that confront 
state banking departments and state 
legislatures are to safeguard any 
extension of fiduciary and banking 
powers that may be granted. The 
laws of New York, California and 
Ohio indicate the general character 
of such legislation. 


New York 


In the State of New York the 
superintendent of banks may, by 
special authorization, grant banks 
applying therefor the right to act 
as trustee, executor, administrator, 
registrar of stocks and _ bonds, 
guardian of estates, assignee, re- 
ceiver, committee of estates of luna- 
tics, or in any other fiduciary capa- 
city in which trust companies are 
permitted to act. 

Every such bank authorized by 
the superintendent to act in any 
fiduciary capacity shall be required 
to deposit additional securities with 
the superintendent of banks of the 
kind and in the amount which 
would be required of a trust com- 
pany having the same capital and 
located in a place of the same popu- 
lation. Such securities shall be 
registered in the name of the super- 
intendent of banks as trustee for the 
beneficiaries of private and court 
trust funds held by such bank, and 
securities so deposited shall be, held 
for the protection of such private 
and court trusts and subject to sale 
and transfer and to the disposal of 
the proceeds thereof by the super- 
intendent only on the order of a 
court of competent jurisdiction. 

The securities required to be de- 
posited by a bank authorized to 
act in any fiduciary capacity are 
interest-bearing stocks or bonds of 


the United States or of this state, 
or of any city, county, town, village 
or free school district in New York 
State authorized by the legislature 
to be issued. Values in all cases 
must be market values based on 
quoted prices, not par values. 


California 


In the State of California no state 
bank may establish a trust depart- 
ment without receiving the license 
of the superintendent of banks, 
which license may be withheld if in 
his discretion it does not appear that 
the public convenience and advan- 
tage will be promoted by the estab- 
lishment of such trust department. 
In making application for the con- 
sent of the superintendent of banks 
the bank wishing to establish a trust 
department must file a statement 
making a segregation of its capital 
and surplus for such department. 
Such capital and surplus, when so 
apportioned and approved by the 
superintendent of banks, shall be 
considered and treated as the sepa- 
rate capital and surplus of the trust 
department as if that department 
were an independent trust company. 
Every bank conducting a commer- 
cial and trust business shall have 
paid-up capital, in cash, as follows: 
In a locality in which the popula- 
tion does not exceed 5,000 persons, 
not less than $125,000; in any city 
in which the population is more 
than 5,000 but does not exceed 25,- 
000 persons, not less than $150,000; 
in any city in which the population 
is more than 25,000 persons but does 
not exceed 100,000 persons, not less 
than $200,000; in any city in which 
the population is more than 100,000 
but does not exceed 200,000 persons, 
$400,000, and in any city in which 
the population exceeds 200,000 per- 
sons, not less than $500,000. 

A bank establishing a trust de- 
partment must make a deposit of 
cash or securities (the latter being 
restricted as defined in the bank 
act) with the state treasurer as a 
pledge for the faithtul performance 
of court and private trusts. The 
amount to be deposited is either 
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$100,000 or $200,000, according to 
the size of the principal place of 
business of the bank conducting the 
trust department. This amount is 
in turn divided in two, one-half be- 
ing for the protection of court trusts 
and the remainder for the protec- 
tion of private trusts. 


Ohio 


Under the provisions of the Ohio 
Banking Act any state bank incor- 
porated under the laws of Ohio 
may qualify to assume trust pow- 
ers if it can comply with the capital 
requirement of $100,000 in addition 
to the capital required for the other 
class or classes of business which it 
conducts, and if it will deposit 
$100,000 in money or bonds with 
the treasurer of state as security 
for the safe conduct of trusts. If 
the deposit made is in bonds, such 
bonds shall be of the United States 
or of any state or municipality or 
county therein, or in first mortgage 
bonds of any railroad corporation 
that for five years last past has 
earned at least 5 per cent. on its 
issued and outstanding stock. Any 
bonds selected for deposit to secure 
trusts are subject to the approval of 
the superintendent of banks. 

A bank thus combining two or 
more classes of business must keep 
separate books of account for each 
class. The receipts, investments 
and transactions relating to the 
trust department must be governed 
by the provisions and restrictions 
specifically provided for the trust 
business. In the management of 
money and property held by it as 
trustee, such trust department may 
invest such money and property in 
a general trust fund of the trust 
department. But it shall be compe- 
tent for the authority making the 
appointment to direct whether such 
money and property shall be held 
separately or any part thereof in- 
vested in a general trust fund of 
the trust department. The trust 
department always must follow and 
be entirely governed by the direc- 
tions contained in any will or in- 
strument under which it acts. 
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Trust Company Division 


Reserve Thursday, 
February 17 


HE second midwinter con- 
ference and the tenth annual 
banquet of the trust compa- 

nies of the United States will be 
held at the Waldorf-Astoria Hotel, 
New York City, Thursday, Febru- 
ary 17, 1921. 

The program of subjects to be 
considered at the conference will be 
announced in a separate communi- 
cation to members. 

The special service to members in 
attendance last year will be con- 
tinued. This consisted of making 
hotel reservations in New York as 
requested, securing desired railroad 
transportations on trains leaving 
New York and purchasing theater 
tickets for dates immediately pre- 
ceding or following the conference 
and banquet. 


**The Modern Trust 
Company’”’ 


The fifth edition of “The Mod- 
ern Trust Company,” by Kirkbride, 
Sterrett and Willis, has just been 
issued from the press of the Mac- 
millan Company, New York. 

“The book is literally a mine of 
facts and information and has long 
since become a necessary part of the 
equipment of every one interested 
in the management of trust compa- 
nies and the principles of fiduciary 
banking. It is a necessary part of 
the equipment of every bank and 
trust company at home and abroad. 
It is of equal value to the lawyer, 
economist and student, as it is the 
standard and only up-to-date au- 
thority cn the subject. The authors 
have rendered a real public service 
by the publication of the new edi- 
tion.” 

The comprehensiveness of the 
work is revealed in the following 
table of contents: Chapter 1, Func- 
tions; 2, Organizing a Trust Com- 
pany ; 3, Membership in the Federal 
Reserve System; 4, Officers; 5, 
Banking Department; 6, Banking 


Department (Continued) ; 7, Mak- 
ing Use of the Federal Reserve 
System ; 8, Credits and Credit De- 
partment; 9, Tax Department; 10, 
Operating Costs ; 11, Statistical De- 
partment ; 12, Foreign Banking; 13, 
Corporate Trust Department; 14, 
Individual Trust Department; 15, 
Individual Trust Department (Con- 
tinued) ; 16, Investments ; 17, Com- 
mercial Paper; 18, Safe Deposit 
Department ; 19, Savings Fund De- 
partment; 20, Life, Fidelity and 
Title Insurance and Suretyship; 21, 
General Accounting; 22, Miscel- 
laneous Subjects ; Appendix ; Bibli- 
ography ; List of Forms, and Index. 


New State Vice-President 


At a meeting of the Associated 
Trust Companies of Wisconsin, held 
December 9th, E. B. Steensland, 
president Savings Loan and Trust 
Company, Madison, Wis., was 
elected State Vice-President, Trust 
Company Division, American Bank- 
ers Association. 


National Publicity Campaign 


The most important and far- 
reaching effort ever undertaken to 
develop the potential trust business 
of the country is beginning in the 
form of full page advertisements 
appearing in the January issues of 
national magazines. 

The first advertisement, entitled 
“The Business Side of Happy New 
Year,” sets forth the importance of 
making a will and the value of 
naming an executor possessing 
“continuous existence, accumulated 
experience, financial responsibility 
and the counsel and direction of 
many men skilled -in business.” 
Each advertisement calls attention 
to a new booklet, “Safeguarding 
Your Family’s Future,” which may 
be obtained upon request from any 
subscribing member to whom it is 
supplied or by writing direct to the 
Trust Company Division, American 
Bankers Association, 5 Nassau 
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Street, New York, by whom the ad- 
vertisements are signed. 

Each subscribing trust company 
has been supplied with a copy of a 
bulletin which contains helps, sug- 
gestions and explanations for 
handling the work locally in each 
community. It also contains a gen- 
eral letter to subscribers, signed by 
Francis H. Sisson, chairman of the 
Committee on Publicity of the Trust 
Company Division; copy of adver- 
tisement appearing in national mag- 
azines ; additional copies of national 
advertisement to be exhibited by 
subscribers in their banking rooms; 
copy for insert in booklets entitled 
“Safeguarding Your Family’s Fu- 
ture” ; six pieces of newspaper copy 
for use in local papers; forms for 
letters or printed matter in address- 
ing prospective customers and per- 
sons requesting booklets ; suggested 
editorial matter and a simple but 
complete outline of a system of rec- 
ord for follow-up work. 

This campaign is being conducted 
by the Committee on Publicity, 
Trust Company Division, American 
Bankers Association, composed of 
the following: 

Francis H. Sisson, vice-president 
Guaranty Trust Company of New 
York, New York City, chairman. 

Fred W. Ellsworth, vice-president 
Hibernia Bank & Trust Company, 
New Orleans, La. 

G. Prather Knapp, publicity 
manager Mississippi Valley Trust 
Company, St. Louis, Mo. 

I. Webster Baker, publicity man- 
ager The Guardian Savings & Trust 
Company, Cleveland, Ohio. 

Edw. H. Kittredge, advertising 
manager Old Colony Trust Com- 
pany, Boston, Mass. 


Fiduciary Accounting 


Special. attention is invited to 
the article entitled “Fiduciary Ac- 
counting” by E. P. Vollertsen, 
published in this issue of the Jour- 
NAL. The article and forms will be 
reproduced for distribution among 
members. 


Savings Bank Division 


Executive Committee 


The Executive Committee met in 
New York, December 14th, all but 
two members being present. The 
work of the current year was out- 
lined. Special projects assigned to 
committees were as follows: 

Savings: Projects for school, in- 
dustrial and home savings, also 
other plans for promoting savings 
deposits. 

Investments: Public service se- 
curities and the effect of regulation 
of returns; effect of improvement 
taxes on the prior liens of bank 
mortgages. 

Real Estate Mortgages: Amortiz- 
ation; the principles of real estate 
appraisal; changes in land and 
building values and the relation of 
such values. 

Liquid Investments: Legalizing 
of equipment trust securities. 

Bank Facilities and Service: Sug- 
gestions for advertising; better 
business bureaus; juvenile depart- 
ments; and other features. 

State Legislation: Additional re- 
ports on state laws and coopera- 
tion with every movement to adopt 
adequate savings fund legislation. 
Legalizing of equipment trust se- 
curities. 

Federal Legislation: Attention 
to plans for creation or extension 
of any form of government bank- 
ing, tax exemption of securities, 
Federal aid projects, single tax 
panaceas, also the segregation of 
savings deposits in national banks. 


Christmas Clubs 


One hundred and ten million dol- 
lars is reported to be the distribu- 
tion of Christmas Club funds for 
1920. 

This Division is seeking a report 
from every bank in the United 
States which operated or has now 
opened a Christmas Club. Banks 
which did not receive our question- 
naire blank are requested to write 
for a copy at once. 


On Savings Banking 


President W. A. Sadd is sending 
a letter to the 4,500 active and as- 
sociate members of this Division, 
and there is being enclosed a ques- 


tion sheet with reference to the 
tendency of savings accounts to in- 
crease or decrease, various changes 
in the mortgage loan market, views 
on postal savings suggestions, meth- 
ods for obtaining new business, and 
so forth. 

The quality of our information 
depends upon the degree to which 
members will exert themselves in 
replying to such questions. 


Postal Deposits in Banks 


Inquiry having reached this office 
as to the reason for the present 
withdrawal or transfer of postal 
savings funds, advice has been re- 
ceived from the Third Assistant 
Postmaster General under date of 
December 9, 1920, as follows: 


I beg to acknowledge, with thanks, the 
receipt of your favor of December 7, 
1920, advising that you have received in- 
quiries as to the reason for the present 
withdrawal of postal savings funds on 
deposit with banks, the bankers evidently 
being of the opinion that the money so 
withdrawn is being sent elsewhere or is 
being invested in government securities. 

The Board of Trustees of the Postal 
Savings System is vested with authority 
to withdraw funds for transfer from 
one depository to another, for increase 
of the lawful reserve fund to the amount 
fixed by law, for payments to the Postal 
Service, and for investments under the 
provisions of the organic law creating 
the system and subsequent amendments. 
The withdrawals made recently have all 
been for these purposes, either separately 
or collectively. The money which has 
been sent to other points, however, has 
not exceeded the amount to which the 
city was entitled, the money having been 
deposited at other than the local office, 
for various reasons, at some earlier 
period. 

These withdrawals do not reflect in 
any degree whatever upon the integrity 
of the banking institutions interested. 
The withdrawals have béen made, upon 
a percentage basis, from all banks quali- 
fied to receive postal savings funds. 
They have been made in a gradual man- 
ner so as to disturb the banks as little as 
possible and not to cause them any more 
inconvenience than necessary. In the 
case of depository banks which were not 
members of the Federal reserve system— 
inasmuch as under the provisions of the 
law the postal savings system is without 
authority to make deposits with them 
as long as there are eligible member 
banks in a city and as the amount on 
deposit had been gradually reduced in 
most instances, it was decided to with- 
draw the total amount of postal savings 
funds on deposit, the banks having been 
fully informed in the premises several 
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years ago and given every opportunity 
to become eligible to receive deposits. 


New York Campaign 


The New York papers of De- 
cember 21 carried the first of a 
series of advertisements in a cam- 
paign of education being conducted 
by the Savings Banks Association 
of the State of New York. The 
purposes of the undertaking are an- 
nounced as (1) to make every pos- 
sible effort to induce more people 
to save consistently and thus in- 
crease the number of individuals 
with savings accounts to fall back 
upon in periods of economic stress ; 
(2) to correct erroneous impres- 
sions and ideas as to savings banks ; 
(3) to expand the sphere of use- 
fulness and serviceableness of sav- 
ings institutions; (4) to devise 
effective ways and means of off- 
setting the sale of “wildcat” securi- 
ties to people of small means. 


Going to the People 


A publicity campaign which was 
intended to reach every person who 
attended the Tri-State Exposition 
for Georgia, South Carolina and 
Florida, included not only adver- 
tisements in the daily papers for 
each day of the exposition, but a 
banking parlor on the grounds 
which was equipped as a waiting 
room for both men and women. 
For the latter, there were desks, 
stationery and an iron safe. 

Printed matter, home savings 
banks and information on business 
methods were distributed. 

The Peoples Savings & Loan 
Company of Savannah arranged the 
exhibit. 


Convention Calendar 


ASSOCIATION PLACE 


Executive Council, 
A.B. A. .... Pinehurst, 
N.C. 


DATE 
May 2-7 


Missouri 
California 
Santa Barbara 
Des Moines 


South Dakota 
Minnesota ..Minneapolis 
» 


Los Angeles, Calif. 


May 17-18 
May 26-27-28 


June 7-8 
June 9-10 
June 21-22 
June 23-24 
October 3-8 


January, 192 
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LOS ANGELES TRUST AND 
SAVINGS BANK 


Los Angeles, Calif. 
Dead White Matt Terra Cotta 
Parkinson & Bergstrom, Architects 


LANDMARK in Los A ngeles 


is only natural that many of our 
beautiful buildings are located in our 
Western cities. Because of more recent 
growth these cities have benefited by the 
great architectural revival of the past twenty 
eats. 
A building such as the Los Angeles Trust 
and Savings Bank would attract admiring 
attention in any city. Its lofty Corinthian 
columns, its bold cornice and its free use of 
ornament, all combine to relieve it from the 
monotony which often characterizes a tall 
building. 
The facades are entirely of Terra Cotta. 
From base-line to cornice every detail is carried 
out in this beautiful, permanent facing 


material. 


Terra Cotta lends attractive dignity to 
any bank building, whether large or small. 
It has the advantage, unique among facing 
materials, of possessing any color or any form 
that the architect may specify. Thus it offers 
ample scope for the finest expression of the 
architect’s genius. For the banker and 
business man it has the important qualities 
of permanence, economy, immunity from 
smoke or dirt, and almost negligible main- 
tenance cost. 

To enable you to study the suitability of 
Terra Cotta for banking buildings, we have 
prepared a fully illustrated brochure, “The 
Bank”, which will be sent you on request 
by National Terra Cotta Society, 
1 Madison Avenue, New York, N. Y. 


TERRA COTTA 


“Permanent. 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 


Beautiful 


Profitable 
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CALIFORNIA 


Crescent Heights—Crescent Heights 
National Bank. Capital, $25,000, Presi- 
dent, Frederick C. Hardy; cashier, M. C. 
Taylor. 

Waterford—Commercial and Savings 
Bank. Capital, $30,000. 


CoLorADo 


Eads—Eads State Bank. Capital, $25,- 
000. President, F. H. Foster; cashier, 
G. C. Anderson. 


GEORGIA 


Metter—Bank of Candler County. 


IDAHO 


Fairfield—Security National Bank. 
Capital, $25,000. President, Frank Haus- 
man. 


ILLINOIS 


Alsey—Alsey State Bank. Capital, 
$25,000. President, R. O. Renner; cash- 
ier, R. E. H. Curtis. 

Braidwood — First National Bank. 
Capital, $25,000. President, James A. 
Smith; cashier, W. F. Luehrs. 

Elmwood Park—Elmwood Park State 
Bank. Capital $25,000. President, Mer- 
ritt B. Marwood; cashier, C. E. Chris- 
topher. 

Homer—First National Bank. Capi- 
tal, $40,000. President, C. H. Wallace; 
cashier, Dale Craig. 

La Hogue—La Hogue State Bank. 
Capital, $25,000. President, Charles H. 
Pool; cashier, Joseph E. Burger. 

Maroa—First National Bank (suc- 
ceeds Citizens Bank). Capital, $50,000. 
President, James H. Parker; cashier, 
F. O. Wikoff. 

Neponset—Farmers State Bank. Cap- 
ital, $25,000. President, J. L. Priestman. 

Paris—Paris State Bank. Capital, 
$50,000. President, A. H. Cline; chair- 
man, Emmet Mattingly. 


KANSAS 
Randall—Randall National Bank. Cap- 
ital, $25,000. President, A. Craw- 
ford; cashier, R. H. Parsons. 
KENTUCKY 
Crescent Hill—City Bank & Trust 


Company. Capital, $50,000. 
Hazard—Hazard Bank & Trust Com- 
pany. 
State Bank. Capi- 
tal, $20,000. President, Dan Baker; 
cashier, T. H. Bowling. 


tal, $25,000 
Whitesburg—First State Bank—Capi- 


tal, $25,000. 


LouISIANA 


White Castle—Merchants & Planters 
Bank. President, John Stone Ware; 
cashier, P. L. Viallon. 


New Banks Organized 


MISSISSIPPI 


Durant—Merchants & Farmers Bank. 
Capital, $30,000. President, Eugene 
Cole; cashier, C. G. Mansfield 

Fayette—Peoples Bank & Trust Com- 
pany. President, Albert Krauss; cash- 
ier, Shelton. 

Pelahatchie—Peoples Bank. Capital, 


New HAMPSHIRE 


Rochester—Public National Bank. Cap- 
ital, $100,000. President, William H. 
Champlin; cashier, F. R. Steward. 


NEw JERSEY 


Woodbridge — Woodbridge National 
Bank. Capital, $50,000. President, John 
F. Ryan; cashier, Thomas B. Murray. 


New York 
Brooklyn —Globe Exchange Bank. 
Capital, $150,000. 


Buffalo—Amherst National Bank. Cap- 
ital, $200,000. President, Maxwell M. 
Nowak; cashier, Fred Manthey. 

Cedarhurst—Peninsula National Bank. 
Capital, $100,000 President, C. C. 
Adams (not G. C. Adams, as reported). 

New York—Baltic States Bank. Capi- 
tal, $200,000. 

New . York—Equitable Eastern Bank- 
ing Corporation. Capital, $2,000,000 

New York—Frank Sakser State Bank. 
Capital, $100,000. 

New York—Peoples Commercial Bank. 
Capital, $100,000. 

Valley Stream—Valley Stream Na- 
tional Bank. Capital, $25,000. Presi- 
dent, F. W. Muller; cashier, Friend P. 
Haskell. 


NortH CAROLINA 


Charlotte—Progressive Bank & Trust 
Company. Capital, $125,000. President, 
T. T. Cole; cashier, M. Davis Brandon. 


OHIO 


Akron—Standard Savings Bank. Cap- 
ital, $100,000. President, Theo. E. Smith; 
secretary-cashier, Walter Snider. 

Canton—East End State Bank. Capi- 
tal, $50,000. President, Simon Glaser. 

Cleveland—Northern Savings & Trust 
Company. Capital, $250,000. President, 
William D. Young; secretary-cashier, 
Frank Mitchell. 

Cleveland—Superior National Bank & 
Trust Company (Conversion Superior 
Savings & Trust Company). Capital, 
$750,000. President, C. E. Sullivan; 


cashier, F. C. Schlundt. 


East Palestine—Union Commercial & 
Savings Capital, $50,000. Presi- 


dent, J C. Chamberlin. 
State Bank. 
Capital, President, Edgar 


Weaver; Boron -cashier, Ralph Daven- . 


port. 
OKLAHOMA 
Boswell—First State Bank. Capital, 


$25,000. President, R. D. ig or vice- 
president and cashier, C. G. Shull 
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State Bank. Capi- 
tal, $25,000. President, J. L. Wilkin; 
cashier, Roy B. Hotchkiss. 

Foss—Foss State Bank. Capital, $15,- 
000. President, A. J. Fluke; cashier, 
E. A. Donathan. 

Laverne—First National Bank. (con- 
version Laverne State Bank). Capital, 
$25,000. President, P. A. Johnston; 
cashier, N. T. Stewart. 

Okarche—First National Bank. | Capi- 
tal, $25,000. President, F. W. Wiedey; 
cashier, Roy Wallace. 


OrEGON 


Harrisburg—Harrisburg National Bank. 
Capital, $50,000. President, John R. 
Cartwright; cashier, V. C. Brock. 


PENNSYLVANIA 


Pitcairn—Peoples National Bank. Cap- 
ital, $75,000. President, C. B. Yothers; 
cashier, J. K. Morrow. 


SoutH CAROLINA 


Orangeburg—Southern Bank & Trust 
Company. Capital, $400,000. President, 
M. O. Dantzler; cashier, Scovill Wana- 
maker. 


TENNESSEE 


Braxton—Bank of Braxton. Capital, 
$11,000. President, Martin Brass; cash- 
ier, W. C. Thompson. 

Fayetteville—State Bank & Trust 
Company. Capital, $40,000. 

Memphis-~—Idustrial Bank & Trust 
Company. Capital $80,000. 


TEXAS 


Cresson—First State Bank. 

Eastland—Security State Bank & Trust 
Company. 

Jefferson—Rogers State Bank & Trust 
Company. 

Mercedes—First National Bank. Cap- 
ital, $60,000. President, John Hackney; 
cashier, Jack K. Adams. 

Rio Vista—Guaranty State Bank. 

San Antonio—Security State Bank & 
Trust Company. 


WISCONSIN 
Manitowoc—State Bank of Mani- 
towoc. Capital, $200,000. President, 


Reinhardt Rahr; cashier, P. W. Moore. 

Mayville—Ruedebusch Mutual Savings 
Bank. 

Milwaukee—Security Bank. 
$100,000. President, Louis 
cashier, Burne Pollock. 

Milwaukee—Vliet Street State Bank. 
Capital, $100,000. President, Charles 
Knoernschild; cashier, A. R. Emerson. 

Oak Center—Bank of Oak Center. 
Capital, $25,000. President, W. A. 
Yantz; A. Jaenisch. 


Capital, 
Scheich ; 


cashier, E. 


Ww! 


be 
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Labor Costs Reduced 20% 


“Since the installation of Monroes 
some time ago, labor costs have 
been reduced about 20 per cent, 
and improved service furnished to 
customers. The necessity of work- 
ing overtime has been eliminated 
and the possibility of errors in 
interest calculations almost entirely 
ctemoved.”—H. R. Crock, Auditor, 
St. Louis Trust Co. 


“CHAPIN NATIONAL BANK 
SPRINGFIELD, MASS. 


Saves Hours of Labor 


“The Monroe in our Foreign De- 
partment is giving entirely satisfac- 
tory service. It has fully met our 
expectations and has been the 
means of saving our employees 
many hours of labor.” —J. E. Roven- 
sky, Vice-President, National Bank 
of Commerce, New York. 


HE most striking testimony to the genuine dollars and cents value 
of the Monroe Calculating Machine is the commendation of bank 
officials who are letting it save time and money for their bank. 


A typical case is the Chapin National Bank of Springfield, Mass. They 
write—‘‘We use the Monroe in so many different ways that it would take 
an article to describe them. Suffice to say it saves 60% to 70% of time, 
besides doing away with our most brain-fatiguing work.” 


Could Not Do Without It 


“Could not do without the Mon- 
roe. It is simple to operate as well 
as accurate and rapid. We would 
not want to be without one at any 
price.”"—William Reimann, Asst. 
Cashier, Liberty Bank of St. Louis. 


Because of its simplicity, ease of operation, and absolute accuracy, the 
Monroe can be a tremendous help to your bank— 


Useful in Bond Dept. 


“The Monroe is most useful espe- 
cially in our Bond Department, 
where long multiplications, divi- 
sions, etc., are necessary. After 
using it for about a year, we can 


—in figuring Average Daily Balances. A the English currency value of $863.45, for ex- 
method especially adapted to the Monroe makes ample, is a matter of seconds on the Monroe. 
possible a saving of at least half the time it 


otherwise requires for this work, and provides, —in totaling daily balances from the state- scarcely understand how we ever 
in addition, an absolute check of accuracy mentsheet. The Monroe repeat key not only got along without it.’— M. Ayls- 
every step of the way. checks the number of days and the balances 


worth, Secretary, The Canada 


total, but saves several steps over the usual Trust Company, London, Canada. 


method. If the operator is interrupted, the 
— y Monroe always indicates exactly the last date 
turns of the crank figure the interest with qa 4nd amount added, so that no time is lost for 


Figuring Foreign Exchange 
positive proof of accuracy. repeating work. 


“The Monroe is—in addition to 
many other uses—very useful in 
figuring foreign exchange, especially 
at the present time, when we are 
unable to get tables covering the 
abnormal rates.’”’ — Chas. A u 
Boisson, Asst. Cashier, The Bank 
of Montclair, N. J. 


—in the Accounting Department. Espe- 
cially in the Federal Reserve Banks, where 
amounts often run into millions the Monroe 
handles the work with greater facility than 
any other method. Such work as interest on 
$152,000 for 67 days at 5;4,% is handled simply 
—in figuring foreign exchange. Finding and accurately in not more than two operations. 


—in figuring elapsed time on deposits. 
The direct subtractive feature of the Monroe 
handles this work with great facility and 
accuracy. 


Send coupon... There’s one of the 100 offices rendering Monroe Service 
in the United States and Canada in your vicinity to serve you promptly. 


REG. U.S. PAT. OFF. 


Calculati 
culating (24%. 
- 


* When writing to advertisers please mention the “Journal of the American Bankers Association.” 


“The 
1 Monroe “Proof” 
| Saves | | | 
iti 
| | | 
MONROE 4 
| 


Membership Changes 


REPORTED FROM NOVEMBER 26 TO DECEMBER 24, 1920 


There are frequent changes which come about through consolidations, mergers, liquidations and changes of title. 


Manager of the Association would appreciate receivin 
the membership list correct and giving publicity throug 


Bank of Stuttgart changed to Bank of 
Stuttgart & Trust Company. 

Home & Hibernian Bank changed to 
California Bank. 

A. Mierson Banking Company changed 
to Eldorado County Bank. 

Peoples Savings Bank changed to 
Peoples Bank. 

Stockton Savings & Loan Society 
mange to Stockton Savings & Loan 

a 


nk. 

Willows.......... Glenn County Savings Bank changed to 
Glenn County Bank. 

Columbus Savings Bank changed to 
Columbus Savings Bank & Trust 

Farmers Merchants Bank, Lens, 
changed to Farmers & Merchants 
Bank, Berlin. 

Farmers & Merchants Bank closed. 

Waynesboro..... -Evapies Savings Bank sold to Citizens 

ank. 

Boise Basin Bank, Idaho City, changed 
to First State Bank, Horse Shoe Ben 
Ilo State Bank, Ilo, changed to Ilo 

State Bank, Craigmont. 

Bank of Vollmer, Vollmer, changed to 
Bank of Vollmer, Craigmont. 

Bank of Chesterfield, changed to Ches- 
terfield State Bank. 

Bank of Cisne changed to Cisne State 
Bank. 

Iroquois County Bank changed to 
Iroquois County State Bank. 

Bank of Clarence changed to Clarence 
State Bank. 

Citizens Bank changed to Citizens State 


Georgia Colun.dus 


Idaho Idaho City 


Illinois.......... 


ank. 

Union State Bank closed. 

La Hogue Bank succeeded by La Hogue 
State Bank. 

Bank of Lenzburg changed to State 
Bank of Lenzburg. 

R. H. Woodcock & Company, Bankers, 
closed. 

Citizens Bank 
National Bank. 

Bank of Steger changed to First State 


Bank. 
—— Bank changed to Tallula State 


succeeded by First 


ank. 

Farmers & Merchants Bank changed to 
Farmers & Merchants State Bank. 
Farmers Bank changed to Farmers 

National Bank. 

Commercial Bank changed to Commer- 
cial State Bank. 

Mohawk Bank changed to Mohawk 
State Bank. 

First National Bank changed to First 
State Bank. 

Farmers State Bank, Sheldon, changed 
to Yoder State Bank, Yoder. 

First Trust & Savings Bank merged 
with Citizens National Bank as Union 
Bank & Trust Company. 

Citizens Bank changed to Citizens State 
Bank. 

Farmers & Merchants Bank changed to 
Farmers State Bank. 

City Bank closed. 

Bank of Lacona changed to State Bank 
of Lacona. 

State Savings Bank changed to Modale 
Savings Bank. 

National Bank of Harper changed to 
First National Bank. 

Cadiz Bank succeeded by Cadiz Bank 
& Trust Co. 

Homer State Bank changed to Homer 
Trust & Savings Bank. 

Franklin State Bank changed to Frank- 
lin State Bank & Trust Company. 
Annapolis Bank changed to State Capi- 
tal Bank of Eastern Shore Trust 

Company. 

Commercial Bank closed. 

Bank of Covert changed to Covert 
State Bank. 

Commercial Savings Bank changed to 
ommercial State Savings Bank. 
Bank of Wheeler changed to Farmers & 

Merchants State Bank. 


Indiana Mohawk 
Owensville 


Sheldon 


Kansas 
Kentucky 
Louisiana Athens 
Winnsboro 


Maryland Annapolis 


Michigan 


The Executive 


from members notice of any changes which occur, for the purpose of keeping 
the columns of the JOURNAL, 


Missouri Castinge National Bank consolidated 
with Bank of Carthage. 

Commercial Bank changed to Commer. 
cial Trust Company. 

Northwestern Bank changed to North- 
western Trust Company. 


First State of Vida, Terrace, changed to 
First State Bank, Vida. 


Fidelity National Bank changed to 

Fidelity State Bank. 

Farmers & Merchants Bank in hands of 
receiver. 

Lancaster Farmers State Bank changed 
to Lancaster County Bank. 


Memorial National Bank, Collings. 
wood, changed to Memorial National 
Bank of Collingswood, West Collings. 
wood, Camden P. O. 


American Trust & Savings Bank 
ghaneed to State Trust & Savings 
ank. 


Irving Savings Institution changed to 
Irving Savings Bank. 

Security State Bank closed. 

Farmers State Bank changed to City 
National Bank. 

Farmers State Bank closed. 


Hough Savings Bank merged with 
Cleveland Trust Company. 

Byron State Bank closed. 

First National Bank, New Wilson, 
changed to First National Bank, 
Wilson. 

New Wilson State Bank, New Wilson, 
changed to Wilson State Bank, 
Wilson. 

Cardin State Bank, Tar River, changed 
to Cardin State Bank, Cardin. 


Guaranty Safe Deposit & Trust Com- 
pany changed to Guaranty Trust 

Excelsior Trust & Savings Fund Com- 
pany changed to Excelsior Trust 

Pennsylvania Bank changed to Penn- 
sylvania Bank & Trust Company. 

State Bank of Tidioute changed to 
Tidioute State Bank. 


Bank of Lake City consolidated with 
Farmers & Merchants National Bank 


Johnson City.....City Trust & Savings Bank changed to 
ity Savings & Trust Company. 

Nashville One Cent Savings Bank changed to 
One Cent Savings Bank & Trust 
Com 

Pulaski ank & Trust Company changed 
to Union Bank. 

Bank of Trenton changed to Bank of 
Trenton & Trust Company. 


Johnson Brothers Banking Company, 
Thrift Branch, Burkburnett, changed 
to Johnson Brothers Banking Com- 
, Thrift Branch, Burnkburnett 


First State Bank, Foch, changed to 
First State Bank of Hermleigh, Foch. 
Katy Bank changed to Katy State 


Montana 


Nebraska........ 


New Jersey...... 


New York 


Columbus 
Linton 


Marmarth 
Cleveland 


New Wilson 


Tar River 


Pennsylvania... .. Butler 
Philadelphia 


Philadelphia 
Tidioute 


South Carolina... Lake City 


Tennessee 


Trenton 


ank. 
W. T. Campbell, Banker, changed to 


Campbell Banking Company. 
Farmers & Merchants State Bank 
changed to Farmers & Merchants 
State Bank & Trust Company. 
Farmers & Merchants Bank changed to 
Farmers & Merchants National Bank 
Liberty National Bank merged with 
Colonial National Bank. 
Farmers State Bank merged with Mans- 
field State Bank. 
First National Bank changed to First 
National Bank & Trust Company. 
Iron Exchange State Bank, New 
Duluth, Minn. P. O., closed. 

State Bank of Sauk City changed to 
The State Bank. 

Bank of Arvada closed. 

-Tampico Loan & Trust Company 
changed to Guaranty Banking Com 
pany. 


Virginia East Radford 
Roanoke 
Washington 

West Virginia... . 

Wisconsin Oliver 


Sauk City 


Wyoming 
Mexico 
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J 
Arkansas........Stuttgart........ 
California........Los Angeles...... 
Placerville....... 
Aurors 
Waverly......... 
New Mexico.... 
New York....... 
North 
Oklahoma........Byron........... 
New Wilson...... 
La Hogue........ 
Lenzburg........ 
Macon.......... 
Steger........... 
Tallula.......... 
Vernon.......... 
WOR. 
Waterloo........ 
Texas...........Burkburnett..... 
Winamac........ 
Jefferson......... 
Lacona.......... 
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PIERCE-ARROW 


Dual Valve Trucks 
Save 3 vital things: 


Road Time—by greater power and speed 
Operating Costs—by gasoline economy 
Shop Time —by accessibility—minimum repairs 


HE Dual Valve means more power, 
more speed, avoiding road delays— 
doing more work, making more trips, 
earning more—at an actual lower oper- 
ating cost. The saving of gasoline, the 
power yielded per gallon is surprising. 
Pierce-Arrow Dual Valve trucks are 
surpassing performers. 


8 of the FIRST FIFTY 
4 trucks still running 


after 9 years’ service. 
Delivers more work in a 
given time. 
Loses less time on the job 
job 


and off the job. 
Costs less to operate and 
less to maintain. 
Lasts longer, depreciates 
less, commands a higher 
resale price. 


THE PIERCE-ARROW MOTOR CAR COMPANY, BUFFALO, N. Y. 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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New Members from November 26, to December 24, 1920, Inclusive 


Alabama 


First National Bank, Enterprise 61-136. 
Hodges State Bank, Hodges 61-490. 


Arkansas 


Citizens Bank, Beebe 81-588. 

Farmers & Miners National Bank, Hart- 
ford 81-639. 

Bank of McCrory, McCrory 81-261. 


Kentucky 


Blackey State Bank, Blackey 73-718. 
Farmers Equity Bank, Brooksville 73-383. 
Citizens Bank, Burgin 73-451. 

Bank of Germantown, Germantown 73-412. 
Hazel Green Bank, Hazel Green 73-513. 
Bank of Hellier, Hellier 73-700. 
Onn Bank & Trust Co., Middlesboro 
Peoples Bank, Woodburn 73-707. 


Nebraska 


Farmers & Merchants State Bank, Ben- 
kelman 76-1214. 

Farmers State Bank, Bushnell 76-1162, 

Farmers State Bank, Campbell 76-402. 

Farmers State Bank, Dixon 76-1250. 

ane National Bank, Minden 
76 

Sarben State Bank, Sarben 76-1106. 

State Bank of Trenton, Trenton 76-1108. 


Montgomery County Bank, Mount Ida 


Bank of “shirley, Shirley 81-433. 


California 


Farmers & Merchants Bank, Dos Palos 
First National Bank, Bl Segundo 90-947. 
Los Angeles Trust & Savings Bank, 8th 

Sts. Branch, Los Angeles 
Los Angeles Trust & Savings Bank, Wil- 


Maine 
Danforth Trust Co., Danforth 52-248. 


Bogata National Bank, Bogata 55-498. 


Massachusetts New Mexico 


rl Boulevard Branch, Los Angeles 
American National Bank, Modesto 90-936. 
Commercial Bank, Patterson 90-929. 
— National Bank, Santa Ana 


Celorade 


First National Bank Deertrail 82-391. 
Greeley Loan & Trust Co., Greeley 82-38. 
Farmers State Bank, Kim 82-441. 
Farmers State Bank, Lafayette 82-442. 
State Bank of Ovid, Ovid 82-426. 
Farmers State Bank, Sedgwick 82-436. 


Florida 


Commercial Bank, Haines City 
Citizens Bank of Homestead, Homestead 
63-343. 


Georgia 


American Inst. of Bank- 
ng, a 
Citizen ~ tizens’ Bank, Marshallville 64-390. 


Idaho 
Clearwater Valley State Bank, Kamiah 
92-280. 


Illinois 


Bartonville State Bank, Peoria, P. O., 
Bartonville 70-2020. 
SS & Amberg State Bank, Chicago 


-306. 
Coffeen National Bank, Coffeen 70-873. 
Fairview State Banking Co., Fairview 
70-1290. 
First National Bank, Homer 70-2025. 
Farmers State Bank, Reynolds 70-1093. 


Indiana 


Union Trust Co., Crawfordsville 71-219. 

Garrett pacenes, Loan & Trust Co., Gar- 
rett 71-381. 

Central State "Bank, Gary 71-1152. 

Citizens State Bank, Hazelton 71-777. 

Indianapolis Chapter, American Inst. of 
Banking, Indianapolis. 

Middletown State Bank, Middletown 
71-1168. 

Bank of Mitchell, Mitchell 71-408. 

Peoples State Bank, South Bend 71-62. 

State Bank, Wanamaker 


Iewa 


State Bank of Latimer, Latimer 72-1409. 
Milford National Bank, Milford 72-913. 
— Savings Bank, Mondamin 72- 


Otley Savings Bank, Otley 72-1820. 

Sioux City Chapter, American Inst. of 
Banking, Sioux City. 

Farmers vings Bank, Ute 72-1904. 

Citizens’ National Bank, Winterset 72-314. 

of Woolstock, Woolstock 


Kansas 


Farmers State Bank, Cunningham 83-643. 
Midwest State Bank, Fort Scott 83-61. 
First National Bank, Garden City 83-179. 
Farmers State Bank, Garnett 83-1372. 
La Crosse State Bank, La Cross 83-426. 
Kearny County Bank, Lakin 83-662. 
Home Nationa Bank, Longton 83-517. 
First State Bank, Oberlin 83-1333. 

Otis State Bank, Otis 83-977. 

Randall National Bank, Randall. 

First National Bank, Syracuse 83-368. 


Arlington National Bank, Arlington. 
Boston Morris Plan Co., Boston. 
Oceanic National Bank, Boston 5-173. 


Michigan 


American State Bank, Detroit, P. 0O., 
Ferndale 74-1067. 

Grand Rapids Savings Bank, Michigan 
Exchange Branch, Grand Rapids 74-4. 

ae Security Bank, Iron Mountain 


Minnesota 


Braham State Bank, Braham 75-1098. 
Minnesota National Bank, Duluth 75-15. 
First State Bank, Fertile 75-468. 

POY, ion Day National Bank, Minneapolis 


First Rational Bank, Minneota 75-397. 
Peoples State Bank, Motley 75-1491. 
Mesaba. State Bank, Proctor 75-1342. 
Cosmopolitan State ‘Bank, St. Paul 22-80. 
Mounds Park State Bank, St. Paul 22-73. 


Missouri 


Bank of Arcadia Valley, Arcadia 80-1349. 

Clarence Savings Bank, Clarence 80-444. 

Citizens Security Bank of Englewood, In- 
dependence -1575. 

Clark County Savings Bank, 
80-379 


Home Trust Co., Kansas City 18-47. 
Dunklin County Bank, Malden 80-317. 
Bank of Meadville, Meadville 80-673. 
Bank of Osborn, Osborn 80-791. 

Bank ,of Thompson, Thompson 80-1674. 


Kahoka - 


Farmers & Stockmens Clayton 


Bank, 
95-171. 
National Bank of Gallup, Gallup 95-172, 


New York 


Evans National Bank, Angola 50-1012. 
Bank of Blasdell, Blasdell 50-1018. 
Bank of Clarence, Clarence 50-1021. 
Bank, East Setauket 


Ellenburg, 


Tinker National 
50-1008. 

State Bank of 
Depot 50-1031. 
Commercial 


Ellenburg 


Bank, New York 

-647. 

Globe Exchange Bank, Brooklyn 1-395. 

South Fallsburg National Bank, Soutb 
Fallsburg 50-1023. 


North Carolina 


Mesehante & Farmers Bank, Columbia 
66 

Albemarle Bank, Elizabeth oy 66-82. 
of Frankiinville, Franklinville 66- 


704. 
Third National Bank, Gastonia 66-130. 
— Loan & Trust Co., Goldsboro 
66-15 
— Leggett, Tarboro P. O., Leggett 


Bank of Lowell, Lowell 66-628. 

Cherokee Bank, Murphy 66-719. 

Citizens Savings Bank & Trust Co., New- 
bern 66-64. 

Merchants & Farmers Bank, Princeton 
66-485. 

Carolina State Bank, Saluda 66-433. 

Bank of Montgomery, Troy 66-456. 


BANK CHECKS 


Must Be Canceled 


An Uncanceled Check 
is a Potential Liability 


Effectively canceled 
checks are your customers’ 
permanent receipts. 


An Acceptable Cancellation 
must be 


Unalterable 
Definite — Legible 
And Include DATE 


New Jersey 
Bank, South Plainfield 
Maryland 
Union Mills Savings Bank of Carroll a Nationa! Bank, Woodbridge 
County, Union Mills 65-207. 


CUMMINS PERFORATOR COMPANY 


Formerly THE B. F. CUMMINS CO. 
Makers of Punch Hole Marking Machines Since 1887 


4752 RAVENSWOOD AVENUE, CHICAGO 


Cut out and send us this ad and let us send you a 


machine with YOUR A 


A. B. A. number—on 30 days 


trial—this without risk or obligation on your part. 


January, 1921. 


Foreign” Offices 


GREAT BRITAIN 


Southampton 
Edinburgh 
Glasgow 


FRANCE 
Paris 
Bordeaux 
Havre 
Marseilles 


ITALY 
Rome 
Naples 
Genoa 


BELGIUM 
Antwerp 
Brussels 
Ostend 


HOLLAND 


Rotterdam 


SCANDINAVIA 
Copenhagen 
Christiana 
Stockholm 
Gothenberg 


SWITZERLAND 


Lucerne 


GERMANY 
Berlin 
Bremen 
Hamburg 
Coblenz 


SOUTH AMERICA 


Buenos Aires 
Montevideo 
Valparaiso 


THE ORIENT 


Manila, P. I. 
CANADA 


Montreal 
Toronto 


Correspondents, Everywhere 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


Non-acceptance of shipments by foreign buyers 
has left many American firms with merchandise 
on hand in foreign ports. 


Without a representative on the spot it is often 
difficult for concerns to protect their interests properly, 
and the sending of a representative, if one is available, 
is expensive and sometimes inadvisable or impossible. 


The Foreign Trade Department offers the facilities 
of the foreign offices of the American Express Company 
for adjustment with buyers, with probable saving of 
money and good-will for American shippers; the sale 
of on-hand merchandise at best price obtainable after 
investigation of market possibilities; transfer of such 
merchandise to another point, or for investigation and 
report of the actual facts to shipper for decision. 


If your clients are in difficulties we shall be glad to 
have you consult the Foreign Trade Department for 
more complete information as to our facilities. 


The International Banking, Shipping, Travel and Foreign 
Trade service of the American Express Company places at the 
disposal of the local bank a highly organized SERVICE through 
which it can do a world-wide business without additional expense 
and with material profit. 


For Thisty Years the American Express Company has been 
building up an international organization. Today this great, 
modern American business organization is at the immediate dis- 
posal of the banker or merchant who needs assistance with 
merchandise on hand in foreign ports. 


The Method of Obtaining this service will be explained on 
receipt of your inquiry. Address Manager of Office nearest 
your city. 


AMERICAN EXPRESS COMPANY 


29 Luckie St., Atlanta, Ga. 


Head Office: 65 BROADWAY, NEW YORK 


Market St. at Second, San Francisco, Cal. 


Ninth & Locust Sts.,St.Louis,Mo. 23 W. Monroe St., Chicago, Ill. 231 St. James St., Montreal, Cap 


“INTERNATIONAL BANKING, SHIPPING, TRAVEL AND FOREIGN TRADE: 


Whea writing te advertisers please mention the “‘Journal of the American Bankers Association.” 
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North Dakota 
Farmers State Bank, Brampton 77-1021. 


Ohio 


Farmers National Bank, Arcanum 56-709. 

Rockhold, Brown & Co., Bainbridge 
56-787. 

American Exchange Bank, Canton 56-78. 

Citizens State Bank, Lelgsic 56-1308. 

— National Bank iddleport 56- 


Oklahoma 
First National Bank, Chattanooga 86- 
1158. 


First National Bank, Paden 86-1170. 
Tulsa Chapter, American Inst. of Bank- 
ing, Tulsa. 


Oregon 
Alsea State Bank, Alsea 96-302. 
First State Bank, Hagle Point 96-245. 
Bank of Freewater, Freewater 96-301. 
a National Bank, Klamath Falls 
Farmers Security. Bank, Milton 96-240. 
State —— of Scotts Mills, Scotts Mills 


Pennsylvania 


Central National Bank, Columbia 60-448. 
— a National Bank, Columbia 


First State Bank, New Castle 60-195. 

Philadelphia Trust Co., Broad St. Office, 
Philadelphia 3-50. 

Citizens Bank, Pleasantville 60-1553. 

First National Bank, Volan 60-1545. 

“Sue State Bank, West Milton 


South Carolina 
First National Bank, Olanta 67-285. 
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South Dakota 


Farmers’ State Bank, sae 78-496. 

Bank of Bovee, Bovee 78-735 

Granite City Bank, Dell Rapids 78-92. 
Bank of La Plant, La Plant 78-787. 

Security State Bank, McIntosh 78-715. 

—— Security Bank, Valley Springs 

Farmers & Merchants Bank, Willow Lake 
78-706. 


Tennessee 


Citizens Bank & Trust Co., Livingston 
87-566. 


Texas 


First National Bank, Bertram 88-1907. 
First State Bank, Big Springs 88-237. 
Blanco National Bank, Blanco 88-948. 
First National Bank, Bowie 88-329. 
First State Bank, Cherokee 88-1698. 
First State Bank, Eliasville 88-1968. 
Farmers State Bank, Florence 88-1797. 
First State Bank, Hawley 88-1094. 
Guaranty State Bank, Humble 88-1756. 
Oliver Loving & Co., Jermyn 88-1114. 
State National Bank, "Mt. Pleasant 88-298. 
State Bank, Nacogdoches 
Guarantee State Bank, Ore City 88-1430. 
Continental State Bank, Petrolia 88-864. 
Portland State Bank, Portland 88-1865. 
Quinlan State Bank, Quinlan 88-1615. 
Farmers State Bank, uitaque 88-1248, 
Citizens Guaranty State Bank, Rusk 
88-1939. 
Security State Bank & Trust Co., San 
Antonio 30-66. 
First State Bank, Blythe P. O., Seagraves, 
88-1786. 
Farmers State Bank, Thrall 88-1565. 
Citizens Bank, Vickery 88-1970. 
First National Bank, Woodsboro 88-1471. 
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Utah 
First National Bank, Bingham Canyon 
97-134. 


Sete Bank of Escalante, Escalante {)7- 
Gunnison City National Bank, Gunnison 
7-136. 


Bank of Iron County, Parowan 97-86. 


Vermont 


Valley Savings Bank & Trust Co., North 
Troy 58-127. 


Virginia 
Peoples Bank, Appalachia 68-246. $ 
Bank of Southampton, Courtland 68-532. 
Peoples National Bank, Gate City 68-27). 
Tri-County Bank, Hanover 68-593. 
Farmers & Miners Bank, Honaker 68-557. 
J Chapter, American Inst. of 
Banking, Lynchburg. 
ngs & Spanking Co., Norfolk 


Bank of Fluvanna, Palmyra 68-413. 
Federal Trust Co., Richmond 68-564. 
Washington 


Bank of Commerce, Pine Street Branch, 
Everett 98-2. 
First National Bank, Selah 98-430. 
Tacoma Chapter, American Inst. of Bank- 
ing, Tacoma. 
West Virginia 


Bank of Logan, Logan 69-395. 


Wisconsin 


Farmers State Bank, Ableman 79-776. 
Citizens State Bank, Belgium 79-785. 
National Bank, Fort Atkinson 7))- 


21 
State Bank, Neillsville 


Sauk Bank, Prairie Du Sac 79-653. 
Layton Park State Bank, Milwaukee 12-72. 


Mortuary Record of Association Members 


FROM NOVEMBER 26 TO DECEMBER 24, 1920 


REPORTED 


Ake, J. Nelson, director Egg Har- 
bor National Bank, Egg Harbor, 
N. J.; director Hammonton 
Trust Company, Hammonton, 
N. J. 

Anderson, S. C., president Mor- 
ganfield National Bank, Morgan- 
field, Ky. 

Beard, Robert R., president Pella 
National Bank, Pella, Ia. 

Bigelow, George Fletcher, cashier 
First National Bank, Batavia, 

Dieleman, A. A., cashier Bank of 
Manville, Manville, Wyom. 

Dodge, Joseph A., treasurer, Graf- 
ton Savings Bank, Grafton, 
Mass. 

Dow, Charles M., president Na- 
tional Chautauqua County Bank, 
Jamestown, N. Y. 

Esler, James M., vice-president 
Tarentum Savings & Trust Com- 
pany, Tarentum, Pa. 

Francolini, Joseph N., president 
Italian Savings Bank, New York, 
N. Y. 


Harris, B. F., president First Na- 
tional Bank, Champaign, III. 

Howe, Charles M., president Pas- 
saic National Bank, Passaic, N. J. 

Jayne, Arthur, president Moor- 
croft, Wyo. 

Lacy, J. J., cashier Farmers Bank, 
Owingsville, Ky. 

Langdon, P. J., president Bank of 
Gretna, Gretna, Neb. 

Lawrence, Herbert S., cashier lowa 
Savings Bank, Marshalltown, 
Iowa. 

Leckie, Col. William, president 
Bluefield National Bank, Blue- 
field, W. Va. 


Lewis, Elijah B., president Lewis 


Banking Company, Montezuma, | 


Ga.: president First National 


Bank, Montezuma, Ga. 

Littlefield, George W., chairman of 
the Board, American National 
Bank, Austin, Texas. 


Plumer, D. L., president First Na- 
tional Bank, Wassau, Wis. 


Prendergast, James M., vice-presi- 
dent Second National Bank, 
Boston, Mass. 


Ross, John A., president American 
National Bank, Frankfort, Ind. 
White, Benjamin Franklin, presi- 
dent First National Bank, Dillon, 

Mont. 


Whitmore, James M., president 
First National Bank, Price, Utah. 


Wilson, Thomas H., senior vice- 
president First National Bank, 
Cleveland, O. 


Wing, Charles G., president Lud- 
ington State Bank, Ludington, 
Mich. 


Witkowsky, M. D., vice-president 
First National Bank, Chicago, III. 


Woodcock, H. R., president R. H. 
Woodcock & Company, Macon, 
Ga. 


Young, Christopher M., vice-presi- 
dent and director Niagara Falls 
Trust Company, Niagara Falls, 
N. Y 
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